GERMANY IN 
TRANSITION. 


| M. PHILIPS PRICE 


“i = : a 
Author © Pe ic eq 


ic 


Class Matk S lpp 233 4 


ara 


OB. LBS ERT ORES IOS HPS Beaten sone 


Ey 


rane 


PRESENTED TO 


THE UNIVERSITY OF NOTTINGHAM y 
from the bequest of 
Hyman Fagan, Esq., 


Ss 
1990. 
8 


“ET AS I POET I ra ae a, PO On ey le 


e 


= +| 
) 
| 
| 


109 0 


Le 


DATE DUE FOR RETURN 


UNIVERSITY.t1B RY 


1 394 A 


ANN |{HAL. | 63 


UNIVERSITY LIBRARY 


RR 30 wun 2011 A 


OWL HALL 43 | 


iw 4 
aL hee 


IN TRANSITION | 


BY THE SAME AUTHOR 


“MY REMINISCENCES OF THE RUSSIAN 
REVOLUTION” 


Lonpon: GEORGE ALLEN & UNWIN 


Daily Herald.“ A book that it will pay to read and 
even re-read.” 

The Star.— Mr. Price writes history honestly.” 

Review of Reviews.—‘‘ This is a book of extraordinary 
interest.” 

Truth.—‘The book is the most complete, systematic 
and connected history of the Russian Revolution that has 
yet appeared.” 

Athenzum.—* . . . a very interesting account of a not 
unprejudiced eye-witness of the whole course of the 
Revolution.” 


“WAR AND REVOLUTION IN ASIATIC 


RUSSIA” 
Lonpon: GEORGE ALLEN & UNWIN 
Manchester Guardian.‘ He speaks from direct know- 


ledge of the facts and is fearless and independent in his 
judgments,” 

New Statesman.— It is a very interesting book. Mr. 
Price has a superb subject, a pleasant style, and a suffi- 
ciently large imagination to be able to view current events 
with the eye of a philosophical] historian rather than of a 
journalist.” 


Everyman.— One of the best books on travel that have 
appeared for many years.” 


a My 


- GERMANY IN > 
_ TRANSITION | 


_—_——s&éRBY M. PHILIPS PRICE 


° Author of “The Diplomatic History of the War,” 
“War and Revolution in Astatic Russia,” “ My 
Reminiscences of the Russian Revolution” 


Sl i Sw 


\ , Pe } 
betta a teal 
_ - 


Be feat 


THE LABOUR PUBLISHING COMPANY LIMITED 
38 GREAT ORMOND STREET LONDON W.C.1 


PRINTED IN GREAT BRITAIN BY THM WHITEFRIARS PRESS, L1'D 


: LONDON AND TONBRIDED, “in 


PREFACE 


GERMANY is a country about which passions can still be 
aroused, although it is five years since the end of the war. 
But these passions are rather different from those which 
once prevailed. In the minds of some Germany is now 
the fraudulent bankrupt, whose failure to pay is the cause 
of the chaos in Europe and of the righteous indignation of 
France. In the minds of others she is the innocent lamb, 
offered up on the Versailles altar to the God of militarism 
and hate, who has shifted his abode from Potsdam to Paris. 
The following pages do not attempt to show up post-war 
Germany in either of these two lights. They aim rather 
at showing that Germany is inhabited by people who are 
very much like the people of other European States, having 
neither more nor less of a dose of original sin, having 
neither hoofs and horns nor angelic wings sprouting from 

their shoulders. They aim at showing that the present 
condition of Germany is due primarily to the fact that the 
country is an area of the class struggle ; that the problem 
in Germany is a social problem and that the reparations 
question is only part of a general question of the indebted- 
ness of one section of humanity to another section, as the 
result of the war, and of the economic system which gave 
rise to the war ; that the problem is particularly acute in 
Germany, but that it differs from that of other countries 
in Western Europe only in form and degree but not in 
essence. 

It will, I hope, be understood that, when one writes on 
the subject of a country in the throes of a great social 
crisis, one is in danger of finding that the events of to-day 
become the history of to-morrow. What I have described 
in these pages may be modified or even altered by what 
happens during the time in which they go to print. [am 
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prepared, however, to risk being dubbed a false prophet 
(although I have avoided the thorny path of prophecy as 
much as possible), because of my wish to set down the 
lines and tendencies along which Germany, and with her 
Central Europe, seems to be developing, the end points of 
which are not yet discernible. But more particularly in 
this book I have had in mind the friends and comrades in 
the British Labour movement who are seeking to under- 
stand the social issues involved in the German situation. 
In the four and a half years in which I have lived in Ger- 
many I have observed an increasing interest from this 
quarter, an interest which has shown itself in the organisa- 
tion of British workers’ parties to visit Germany during 
the short time of a summer holiday which the present 
industrial system permits. Perhaps these lines may con- 
tribute towards the closer co-operation of the best elements 
in the British and German Labour movements, without 
which no effective International can be built up. 

I would say a word briefly about the composition of this 
book. Some of the chapters, especially those dealing with 
reparations, the currency problem, capital and labour have 
appeared in skeleton form in the Labour Monthly during 
1922 and 1923. They have been re-written here and 
amplified by new material. The parts dealing with the 
November Revolution in Germany are based partly on 
personal observation, for I was one of the first Englishmen 
to enter Germany after the war—a little over three weeks 
after the Armistice, to be exact, when the great internal 
struggle, in which the Majority Socialists played such a 
notorious part, was in full swing. I have also collected 
much contemporary German literature of that period and 
have used it to supplement my own material. At the 
same time I have not attempted a full history nor even a 
complete narrative of the events in Germany after 1918, 
because I have felt that it was better to select the material 
with a sole view to bringing out the important tendencies 
in the after-war development of Germany. In my 
‘** Reminiscences of the Russian Revolution ”’ I gave a 
narrative based on day to day observation—a _photo- 
graph, as it were, of a period in that great train of events. 
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In this book, on the other hand, I point to trends of deve- 
lopment and use the narrative solely for this purpose. 

The book is divided into four parts with the object of 
showing these trends. The first part explains the his- 
torical background leading up to the November Revolu- 
tion, as the necessary close of the long-drawn chapter of 
German medizval society. The second part shows the 
power, which has arisen like a phoenix from the fires of the 
November Revolution and which rules Germany to-day, 
or at least ruled at the time of writing in the immediate 
post-war period. The third part shows the unstable 
economic background on which the new rulers of Germany 
have built their political power and the international 
nature of the connections which they are building up to 
save themselves. In the fourth part I inquire what new 
political powers, arising out of the economic chaos, are 
in process of formation in Germany, the theoretical basis 
of their ideas, and the circumstances under which they may 
be able to apply them in practice. 


M. PHILIPS PRICE. 
September, 1923. 
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CHAPTER I 


THE HISTORICAL CAUSES OF GERMANY’S DEFEAT 


Ture German Revolution of November, 1918, is distin- 
guished from the English and French Revolutions of the 
seventeenth and eighteenth centuries, and from its two 
Russian counterparts in 1917 by one important feature. 
It followed, and was directly caused by, a military defeat 
from outside. It did not arise directly out of a popular 
struggle against an existing governmental system. The 
breakdown of that system in Germany was brought about, 
not solely or even mainly by the attitude of political 
opponents at home, but by an external process, which had 
been created by the Governments of all Europe, namely 
war. Power, in fact, fell out of the hands of the ruling 
classes in Germany, not because the masses were ready or 
even anxious to take that power, but because the old régime 
was exhausted. A situation was created similar to that 
which followed the defeat of the Third Empire and the 
rise to power, for a few weeks, of the Paris Commune. 
The would-be new Germany won a cheap victory, not 
through its own intrinsic strength, but through its 
opponents’ weakness. Once again an historical truth was 
demonstrated that a class or party, into whose hands 
power falls without fighting, can rarely hold that power. 

How did it come about that the ruling classes of old 
Germany let the power drop from their hands? To answer 
that question we must ask why was Germany defeated in 
the war? I doubt if any one now seriously believes that 
the defeat of Germany was due to the more righteous cause 
of the Allies, whose passions for liberty and self-determina- 
tion of nations during the war found expression immedi- 
ately after in the treatment of Ireland, India, Egypt, 


Syria, and the Russian Revolution. Nor was it due to the 
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accident of the brilliant generalship of Foch, for there were 
commanders on the German side of no less ability. On 
the contrary, it is possible to explain the defeat of Germany, 
not in terms of personalities and war programs at all, but 
in terms of class dynamics. Germany’s weakness lay in 
the fact that her ruling classes were not a homogeneous 
unit, as they were to a greater or less degree in all the 
Allied countries, except Russia, but consisted in a coali- 
tion of classes, each following their own social and political 
aims. The Hohenzollerns and the petty princes of ruling 
dynasties were not like the kings of England, figure-heads 
of a middle class, who use the crown as a symbol to obscure 
the operations of finance and trading corporations. The 
Hohenzollerns and Prussian squirearchy, which supported 
them, always followed positive political ends of their own, 
by no means always identical with those of the middle 
classes. 

What had brought it about that in Germany the issue 
over the autocratic right of kings and of the agrarian 
aristocracy to monopolise power had not, even in 1914, 
been fought out to its conclusion? In England, France, 
and even in Italy, that issue had been decided long ago. 
Here, then, is an important fact in German history, into 
which inquiry must be made. Our schools teach us that 
the superior genius of the British people, their love of 
compromise and capacity to see all sides of-a question, pre- 
destined them to be the chosen race, who first discovered 
the secret of the democratic commonwealth. The French 
boy’s school books tell him that the French people first 
translated the watchwords Liberty, Equality, Fraternity 
into practice through the laws of the Great Convention. 
Like every other ruling class which has arisen out of the 
system of capitalist machine production in the nineteenth 
century, the rulers of the Western Allies had learnt that 
half-truths, which are lies, are the best means of harnessing 
the youth of the nation to their war chariots. And to a 
certain degree they were right. For it was a fact that in 
Germany industry was hampered by an agrarian class 
claiming social privileges from the Middle Ages. But 
these facts are not explained to the younger generation by 
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pointing to the divergences in the balance of classes, due 
to the advancement of certain forms of agriculture, 
exchange and production in one country and the absence of 
these and presence of other forms in another country. 
They are not explained by examining the fundamental 
natural laws causing these facts and showing how they 
create the society and the political institutions of the 
lands in question. Instead, the young generation is taught 
by suggestion that celestial powers arbitrarily endow 
certain people and certain leaders with gifts above their 
neighbours and that these, by their acts, mark the road of 
history. 

Now it is possible to explain the political state of 
Central Europe, in 1914, which led to the defeat of Ger- 
many in 1918, by studying the stages by which European 
man advanced from the feudal system of land tenure to 
the more progressive forms of modern capitalist produc- 
tion. One can see, in fact, how the instruments dis- 
covered by man and their application to practical life 
determined society, and how they were particularly slow 
in-being applied to the lands of the German-speaking 
peoples and, when applied, created a hot-house growth, 
in which all sorts of weeds from past ages still encum- 
bered the soil. 

What was the instrument, the discovery of which 
revolutionised Europe, sounded a long-drawn death-knell 
to feudalism, and ushered in the new society of the 
Reformation? It was the discovery of the fact that 
sheep’s wool could be woven into cloth on a large scale, 
carried in ships, guided by instruments known as com- 
passes to the confines of Asia and America, and exchanged 
for silk, tobacco, and spices. Hitherto, in Europe, rural 
communities, had been self-sufficing and their economy 
based on what the ox and primitive plough could produce. 
Feudal lords had extracted tribute and service from these 
communities, but nothing more than they could consume by 
their own bodily wants and luxuries. A lord was powerful 
who had many peasants on his lands and could fill his 
granaries with the products of their labour and his armies 
with their sons. With the coming of wool and trade with 
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the Levant a lord was strong who had plenty of pastures, 
from which peasants had been driven, and who had friendly 
relations with the centres where the cloth was prepared 
and shipped for exchange. And so new types of grandees 
arose in every country, who were interested either in the 
production of wool or in its exchange, or in levying tribute 
on that exchange. The producer of the wool was generally 
a former feudal lord, who had depopulated his villages and 
turned their communal fields into sheep ranches. In 
England he was represented by the most powerful of the 
Earls, in Germany by the “ Fiirst,’’ who had gone one better 
than his neighbour, the “ Adel ” or small Junker. The class 
that worked up the wool into cloth and transported it 
across the land and sea routes was the merchant bankers 
of the walled municipalities, which had acquired by their 
geographical position near river or sea-coast a position of 
monopoly. In England the London merchant guilds, and 
in Germany the patricians of the municipalities, repre- 
sented this new class. The person who levied tribute on 
this exchange in England was the King, in Germany the 
Roman Church and its temporal arm, the Kaiser. 

Now the important fact which distinguishes English 
from German history is that in the former country the 
three classes interested in merchant capitalism, King, 
Karl and the City Guilds, rose steadily to power through 
the centuries and, while it had periods of trouble with 
disaffected peasants—John Ball and Wat Tyler move- 
ments—it easily managed to suppress these on the one 
hand, and on the other to keep increasingly in check the 
feudal lords and remnants of the Plantagenets, interested 
only in eating up and drinking away the tribute paid to 
them by the self-contained communities. After a struggle 
with the same class, represented by the Stuarts and 
Scottish feudal chiefs in the seventeenth century, a tacit 
agreement was reached in the Restoration whereby the 
“political spoils of pelf and place were left to the great 
landowning families, provided that the economic interests 
of the financial, manufacturing and commercial families 
were sufficiently attended to.” * This pact did not last 


* Engels, “ Historical Materialism,” p. 13. 
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long, however, and merchant capital soon obtained supreme 
power in England, controlling the Government during the 
eighteenth century and competing with merchant capital 
in Holland and France for the monopoly of wool and 
colonial wares in America and the Levant. The British 
Empire had started on its path of plunder. 

In Germany, on the other hand, the class supported by 
the profits of merchant capital, after a painful attempt to 
establish itself, failed, and large parts of Central Europe 
relapsed again into self-sufficient feudal communities. 
The Reformation assumed there a very different aspect to 
what it did in England, where the breach with Rome took 
place in order to give Henry VIII. and the sheep-rearing 
lords the chance to collar the Church and monastic lands, 
and drive the villagers of these estates to hunger in the 
towns. In Germany, on the other hand, the Reformation 
and the cry ‘“‘ Away from Rome ”’ were taken up not by 
the mercantile capitalist class and by the powerful tem- 
poral lords, but by the little “‘ Krautjunkers ” or backwoods 
squires of what is now Prussia. The Roman Catholic 
Church and its temporal instrument, the Kaiser, repre- 
sented a force which stood midway between the new 
merchant class and the feudal system. Its leaders were at 
this time working for a universal Catholic State, embracing 
all races and languages. Tribute to this projected State 
was as welcome from the Junkers and the self-contained 
feudal communities of East Elbia as it was from Henry 
VIII. and the Earl of Leicester’s sheep ranches. But 
neither did the English wool producers want to give up a 
part of their profits on the growing colonial trade, nor did 
the German Junkers want to be forced to take up a form 
of agriculture which their thick heads could not under- 
stand for the doubtful benefit of supplying the Pope with 
ready money. And so when, on October 31st, 1517, 
Luther pinned his famous theses against the payment of 
money for the absolution of sins on the church door at 
Wittenberg, he was unconsciously expressing in ecclesias- 
tical terms the objection of the most backward parts of 
Germany to being disturbed in their medizeval slumbers by 
Rome, which, with all its faults, represented the only 
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culture of that age. The reactionary nature of Luther’s 
movement in East Germany is seen by his attitude to- 
wards the classes below the feudal lords and to the rising 
merchant class. The sufferings caused to the dispossessed 
peasants of Middle and South Germany and to the plebeian 
elements of the municipalities by the agrarian changes 
following upon the introduction of wool brought on a 
revolutionary movement among the German peasants of 
Thuringia, Franken, the Rhineland, Baden and parts of 
Saxony. The peasants demanded a return to the social 
system which characterised the early Christian communi- 
ties when Christianity was the expression of the spirit 
of revolt among the slaves against the Roman Empire. 
But of course that was not the kind of Christianity that 
Luther wanted, and after flirting with the peasant move- 
ment for a short space, he treacherously betrayed them to 
the Junkers, whose real servant he was. The Junkers 
were joined by the temporal princes (“ Fiirsten ’’), the mer- 
chant patricians of the towns, the Kaiser and the Catholic 
bishops—all united when a revolutionary movement from 
below threatened. The peasants were massacred by the 
thousands, and East Elbia and large tracts even of the 
West of Germany were safe for feudalism for a long year 
to come. 

Following upon the German peasant revolt in the six- 
teenth century came the Thirty Years’ War, which was a 
struggle of various non-German mercantile interests for 
the tribute of German East Elbian serfs and of what was 
left after the peasants’ revolt of the West and South Ger- 
man wool industry. Various forms of mercantile capital 
were now competing for the mastery. There was that 
amphibious institution—the Holy Catholic Church—and 
its instrument, the Kaiser, partly rejuvenated by the 
Jesuits, who, by improving agriculture and helping to 
open up the wool trade, popularised the Church and 
enabled it to rely not only on its prestige among a part of 
the feudal world but also on a part of rising merchant 
capital. Then there was a similar institution in France— 
the French Monarchy, with its statesmen like Richelieu, 
aiming at the national State with the Catholic Church as 
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its symbol. Then there were the Protestant Powers, 
England and Sweden, and the Calvinistic municipalities 
of Holland, with their pure merchant monopoly interests 
on the Continent, in the Mediterranean and the Baltic, 
coveting the wealth of the Hanseatic towns and all as 
ready to fight each other, acquire each other’s trade privi- 
leges, to defend the national idea, when that idea meant 
plunder, as they were to fight the idea of the universal, 
super-national State, with its centre in Rome. In this 
anarchical war, with its confused issues, the petty feudal 
princes of German played a miserable réle, changing from 
side to side, bribing and being bribed, betraying and being 
betrayed without sense of shame or dignity. The war 
ended in exhaustion, in which, however, the merchant 
interests of the Protestant powers annexed the sea coasts 
of Germany and the mouths of the principal rivers. The 
blow which this struck at the struggling mercantile 
capitalism of South and West Germany was fatal. The 
greater part of the interior of Germany became for nearly 
two centuries a hinterland of feudalism once more with a 
few merchant colonies along the north coast, interested 
mainly in non-German traffic. 

Then came the last and probably the greatest reason 
why feudalism was destined to remain in Germany for 
many years to come. The only places in Germany where 
the trade in wool, silk, and spices between the East and 
West had really flourished up to now were the Bavarian 
cities of Augsburg and Niirnberg and one or two Rhine- 
land towns. These were now mortally hit by the maritime 
discoveries of the art of ocean navigation by the Portuguese 
sailors. Instead now of carrying their wares via the 
Mediterranean to Venice and Genoa, or by the overland 
route from Constantinople via the Danube and the Rhine 
to the Atlantic coast, it was more profitable for the 
merchant capitalists to sail round the Cape to India and 
to open up the markets of America. Thus the maritime 
coast of West Europe became more important economi- 
eally for the trade of the world, as it existed at that time, 
than the little cities scattered along the South German 
rivers. That was the last straw which broke the back of 
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the camel of medieval German mercantile capital. Its 
effect on subsequent history was profound. 

During the seventeenth and eighteenth centuries both 
east and west of the Elbe were, in the words of a German 
historian, full of ‘‘ grovelling courtiers, servile officials, 
brutal soldiers and foreign adventurers.” While the 
trading bourgeoisie of England, France and Holland were 
building up their Empires founded on the profit derived 
from agricultural production for exchange, and were laying 
the seeds of the new revolution, which was in the nine- 
teenth century to usher in an economy based on machine 
production, the German countries were still under the 
thumb of petty princes, following narrow dynastic 
interests, and of ‘‘ cabbage garden squires’’ collecting 
tribute, as before, from self-contained agricultural com- 
munities and consuming that tribute themselves. German 
society during this period reflected the instruments of 
human economy used by the people. ‘‘ As compared 
with France,” writes J. H. Clapham,* ‘“‘ Germany was 
almost townless. In 1815 the total population of the 
twelve towns, which in 1914 were the greatest in the 
German Empire, was about 750,000. Paris alone had 
more than 500,000; and this compact mass of people to 
be fed had long exercised an influence on the agriculture 
of the adjacent provinces, comparable to that which 
medizeval London exercised on the agriculture of the home 
counties. It stimulated progress and broke down old 

routines. The German towns had a similar influence, but 
it was on a much smaller scale, and as yet it had shown no 
sign of extending. Owing to the terrible sufferings of 
the seventeenth century, the total German population in 
1800 was perhaps no greater than it had been in 1600. 
Most towns easily fitted into their medieval ramparts and 
exercised an influence much the same in nature and extent 
as they had exercised in the day when Martin Luther was 
born.” These facts abundantly explain why the dissolu- 
tion of feudalism and the emancipation of the peasantry 
was in Germany a process which took much longer to 


* «The Economic Development of France and Germany, 1815 to 
1914, p. 32” (Cambridge University Press, 1921). a 
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complete than in England and France, where much higher 
forms of production, accompanied by large town growth, 
existed, and where the change took place much earlier. 

At the same time, the French Revolution was not with- 
out its effect on certain parts of Germany, although it left 
other parts almost untouched. As in the time when 
mercantile capital was making its abortive start in the 
fifteenth century, Germany was split into two halves, one 
following slowly behind other Western countries and the 
other clinging stubbornly to the old order. Thus, west of 
the Elbe the armies of the French Revolution left the mark 
of their passage on the social institutions of the country- 
side; while east of the Elbe Napoleon did little real 
permanent work. In the Confederation of the Rhine, 
under French auspices, the German peasants acquired full 
legal freedom. The feudal dues, never very oppressive 
here, were abolished for money payments, and the way was 
cleared for industrial machine production later in the 
nineteenth century. Thus a part of Germany was ready 
to jump from feudalism to industrial capitalism, based on 
machine-made textiles and coal, without passing through 
an intervening mercantilism, based on wool exchange. 
But outside the Rhineland and to the east of the Elbe the 
restoration, which followed the fall of Napoleon, retarded 
the work of emancipating the peasant and clearing the 
way for industry. The edicts of 1807, in Prussia, put 
through by Freiherr von Stein under French pressure, 
liberated the peasants with hereditary holdings on condi- 
tion that they ceded one third of their land to their lords or 
paid an equivalent in money. Those with holdings not 
hereditary had to cede one-half or equivalent in money 
values. Cotters, who had no oxen and serfs, who worked 
for the lord, were unaffected by the edict. In fact, the 
poorest of the rural population came off worst. While the 
more fortunately situated peasants to the east of the Elbe 
secured a free legal and economic existence, the bulk, 
especially in the provinces of Mecklenburg and Pome- 
rania, where the Junkers had already enclosed all the 
common lands and robbed the peasants even of their 
pastures in the eighteenth century, were made legally 
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free, but were economically worse off than before, and 
hence sunk into a condition of even greater dependence 
on their lords. And even the legal freedom of the well-to- 
do peasants was only bought by paying the Junkers the 
sum of one milliard gold marks between 1816 and 1865, 
while the landless peasant and labourer, after the edict, 
was bound down by numerous restrictions which took the 
place of feudal laws. Thus, in 1810, the Prussian Jun- 
kers succeeded in undoing a part of the work of the 1807 
edict by the notorious “ gesindeordnung”’ or regulation 
concerning domestic servants and agricultural labourers. 
Under this reactionary law, which existed in Prussia up 
to November, 1918, and contained the principle of bodily 
serfdom, domestic servants and agricultural labourers were 
bound by contracts for long terms of services, breaches of 
these contracts were punishable, and flogging was permitted 
for certain offences. Trade unions and right of combina- 
tion were forbidden bylaw. By other laws, following the 
restoration in Europe after 1815, the Junkers’ estates were 
regarded as administrative units or “ gutsbezirken,” which 
were outside the jurisdiction of the rural petty sessions and 
the local authorities. On them the Junkers made their own 
bye-laws, and in some cases kept their own police. On 
the national scale the political privileges of the Junkers 
were expressed in the Prussian three-class franchise, 
whereby leglisative power was put in the hands of an 
assembly, in which representation artificially favoured large 
landholders and rural employers of labour. 

It may readily be seen what effect this privileged social 
and political position of the squirearchy had upon the 
economic development of Prussia. While some agricul- 
tural improvements (wine culture and sugar growing) were 
being made during the first half of the nineteenth century 
in West Germany and the Rhineland, east of the Elbe 
agriculture still remained in a quite primitive state. 
Moreover, throughout the whole of Germany the states of 
the petty princes and grand dukes divided the country 
into an inextricable tangle of customs barriers, which 
rendered null and void all efforts of enterprising mer- 
chants to open up trade and develop modern industry. In 
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1848, however, after a series of bad harvests, culminating 
in a crisis in the finances of the agrarian Prussian State, the 
rising middle classes of the towns, relying on the property- 
less masses, seized the opportunity to present revolu- 
tionary demands to the Hohenzollerns and the squire- 
archy. The movement, while politically a failure, because 
of the cowardice of the middle classes, had the effect of 
speeding up the process of emancipating the upper layers of 
the peasantry and of making the Hohenzollern régime 
more ready to take the middle classes into their confidence, 
if only to prevent them from coquetting with revolutionary 
elements below. The ground for this change had already 
been prepared by the introduction of a railway system, 
which probably did more than anything else to break the 
monopoly of the Junkers. For the latter, if they were in 
the long run to escape being rudely pushed aside by the 
rising middle class, as in France in 1792, had either to 
relinquish power or agree to share it. A similar situation 
now came in Germany as that in England under the Tudors 
and after the Restoration—a pact between the feudal 
interests and the middle classes, whereby the former 
retained the monopoly of the lucrative Government posts 
and of the army and navy commands, and the latter 
acquired freedom in the economic sphere. Thus, in 
Germany, this pact came two and a half centuries later 
than in England, and when it did come it was made not 
between the feudal lords and merchant princes, but between 
the former and modern industrial capitalists. Germany, in 
fact, had skipped a stage in the norma] economic develop- 
ment of Europe. It was Bismarck’s historic réle to bring 
about this ‘‘ revolution from above ’—the Junker middle 
class coalition, which held for nearly fifty years. Starting 
out by using the military apparatus of Prussia, built up 
on a servile and backward peasantry and a domineering 
Junker caste, Bismarck proceeded to alternately cajole 
and coerce the petty princes of Germany and to challenge 
the authority of Austria, now the semi-ecclesiastical 
figure-head of feudalism on the Continent. Two wars in 
the sixties enabled him to complete this offensive against 
“cabbage garden” feudalism of the princes and grand 
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dukes, and to ‘“‘ put Austria in her place,’’ whereby he pro- 
pitiated the rising German bourgeoisie by abolishing trouble- 
some customs frontiers and by making the Junkers aban- 
don vexatious restrictions on trade. In the war of 1870, 
against France, he helped the bourgeoisie still further by 
bringing about the unification of Germany and by annexing 
the valuable iron territories of Lorraine. The discovery 
of the process of smelting phosphoric ores now at last 
opened out the possibility for Germany, hitherto merely 
the back garden of Europe, to develop within a few decades 
from a medieval into a modern capitalist State with an 
economy based on coal and iron production and with full 
capacity for surplus value accumulation and colonial 
expansion. 

But even now Germany could not shake off the last 
quota of the feudal past, for the revolution after 1870 
had taken place from above and not from below. The 
Junkers were still strong east of the Elbe. Though gradu- 
ally losing the economic aspect of feudalism by the intro- 
duction of machinery and agricultural improvements, they 
nevertheless remained separated from the industrial class, 
socially and politically. The fusion between these two 
classes, which had taken place in England during the 
nineteenth century, was postponed here till quite recent 
times and, indeed, only after November, 1918, could it 
be said that the middle class revolution was completed. 
And so it came about that Bismarck, himself a Junker, 
interested in industry, was compelled to conclude a pact 
between these two classes. In 1879 he formed his Blue- 
Black Block. The Junkers retained their political rights, 
namely, the three-class franchise; their social rights, 
namely the “ gesindeordnung,”’ the “ gutsbezirken,” their 
control over the higher posts in the army, navy, diplomatic 
and civil services; their economic rights, namely, a high 
tariff on agricultural produce, which hit not only the con- 
suming masses but also the bourgeoisie. On the other 
hand, the bourgeoisie got unity of customs and excise 
(zollverein), a single diplomatic and consular representation 
abroad for all German States, a centralised railway, postal 
and telegraphic system, a high tariff on certain imported 
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manufactured articles, and, in general, complete freedom of 
economic development, provided they left the political 
control in the hands of the agrarian aristocracy. The 
politically less important layers of the population, such as 
the petit bourgeoisie of the south and west of Germany and 
the Catholic peasants of the Rhineland, were bought off 
by a promise of local autonomy in administration of the 
Imperial revenue and certain concessions over Catholic 
rights in the schools. The whole of this famous pact 
was now directed against the social democracy by the 
introduction of an anti-Socialist exceptional law, which 
remained in force for ten years. 

After the fall of Bismarck, the main feature of his pact 
between the Junkers and the middle classes still remained 
the chief pillar of the German political system. German 
capitalism developed with American-like rapidity, acecumu- 
lating surplus values in coal, iron, steel, engineering and 
chemical products, exporting these values to colonies or 
spheres of influence, building fleets and financing armies. 
But all the time the apparatus of the State, the army and 
navy was in the hands of a class, which the middle classes 
had not yet assimilated, and which had economic interests, 
not its own. In Prussia, up to the Revolution, that class 
ruled which was interested in accumulating surplus 
values on agricultural consumption goods. Industrial 
capitalism in Prussia, however, interested in the accumula- 
tion of surplus values on construction goods, was, through 
the three-class franchise and other regulations  safe- 
guarding the privileges of the agrarian aristocracy, unable 
to exercise that political influence which corresponded 
with its economic power. And when the inevitable clash 
came between the colonial expansion policies of English 
and German construction capital in August, 1914, the 
chariot of German Imperialism set out on the race, drawn 
by a Reventlow camel and a Stinnes thoroughbred. It 
was thus badly hampered in that race with the Entente 
chariot, whose driver had discarded his came]. A modern war 
entirely overtaxed the mental capacity of the East Hibian 
«‘krautjunkers.” Their psychology was responsible for 
Germany’s diplomatic blunders and unfruitful propaganda 
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during the war. They had not, in fact, like the British 
ruling classes, learned the art of lying profitably. Thus, 
when the end came in November, 1918, it is not too much 
to say that the German middle classes, burdened with 
Bismarck’s pact with a feudal past, also desired revolu- 
tionary changes. They wanted to complete the work 
which had been left undone by Bismarck and to acquire 
sole control over the new, united German State. In 
actual fact they did the same as the Manchester Whigs did 
in 1882. They used a popular movement against the 
incompetence of an agrarian class to sneak into power, and 
then wielded that power to put down the very people who 
helped them to get it. 

Germany’s social and political encumbrances, which 
prevented her from winning the war, is nowhere better seen 
than in the financial policy of her ruling classes between 
1914 and 1918. Thus, in 1914, the paper money issued 
by the Reichsbank was not more than 2°5 milliard marks. 
At the close of the war the paper money in circulation 
was 22 milliards, which was roughly the annual issue of 
the Reichsbank to meet the Government war accounts. 
With the paper money thus obtained the Reichsbank 
bought war materials and issued war loans. Thus 
20 milliards annually found its way into the pockets of the 
war industry captains and, as the war lasted four years, 
these annual war Joans amounted to rather over 80 milliard 
sterling. This artificial method of inflation was the sheet 
anchor of the Central Powers’ war finance and is a perfect 
example of the demoralisation created by the rule of two 
classes with different interests at the head of a State. In 
England, on the other hand, where the fusion of these 
classes had long ago taken place, a united front of all the 
propertied classes to conduct the war was much easier to 
create, since those with a so-called “ stake in the country ” 
knew that equal sacrifice meant equal prospects of plunder 
if the war was won. But in Germany, Herr Hellferich 
Imperial Finance Minister, burdened with Bismarck’s pact 
with the Junkers, did not dare, even in the hour of Ger- 
many’s greatest distress, to touch the incomes of the 
agrarians or violate those privileges which the latter had 
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acquired in return for giving the bourgeoisie a free hand in 
industrial spheres. The bourgeoisie on the other hand were 
unwilling to disgorge even a part of their surplus values, 
so long as the Junkers could shelter behind a Prussian 
Assembly elected on a three-class franchise. Thus, 
since no super-taxes, no war profit taxes could be collected, 
there was nothing left but to finance the war by inflation, 
that is by throwing the whole burdens on the masses. 
Obviously after four years of this an impasse was reached. 


CHAPTER II 


THE ROLE OF THE GERMAN SOCIALDEMOCRATS IN 
THE NOVEMBER REVOLUTION 


Tue bankruptcy of the coalition between the Junkers 
and the big bourgeoisie, in the autumn of 1918, was the 
first sign of the coming Revolution in Germany. But 
those who imagined that the Revolution was going to 
usher in a society based on the principles of a co-operative 
commonwealth could not have understood the social 
conditions or the balance of classes at that time prevailing 
inthe country. For the bearer of the new idea, undermin- 
ing the Hohenzollern ‘‘ Obrigkeitsstaat,’’ was not only, nor 
even mainly, the class of wage-earners in the great indus- 
trial centres. Far-reaching social changes were demanded 
by the petty bourgeoisie and even the big bourgeoisie, who, 
seeing the collapse of the dynasties threatening, were 
manceuvring to find new positions and were utilising the 
general break-down to secure the supreme control in the 
new German State. A large part of Labour, too, went no 
further in its demands for a political change than the 
bourgeoisie. The clever propaganda of the rulers in the 
Allied countries had let it be known at the right moment 
that the Hohenzollerns alone were the obstacles to peace. 
President Wilson’s reply to Prince Max of Baden, in 
October, 1918, is historically important, because it united 
the German big bourgeoisie, represented by the Reichstag 
Block, with the German petty bourgeoisie and Labour repre- 
sented by the two Socialist parties in a fighting front against 
the Junkers. The situation of 1848 was repeated, but this 
time it was much more favourable to the German bourgeoisie. 
The Junkers and the dynasties were isolated and discredited. 
The coalition created by Bismarck with such care was gone 
in a night. A new page of German history had begun. 

18 
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That this was the real meaning of the German November 
Revolution was shown by the fact that, except for a few 
weeks, the middle classes did not let the direction of State 
policy out of their hands. In this task they were assisted 
by the leaders of Labour and even by a part of the 
rank and file and by the whole of the petty bourgeoisie, 
whose wavering and indecisive attitude in times of revolu- 
tion is historically notorious. All these elements were 
deeply affected by middle class ideology. Only a small 
clear-sighted minority in the chief industrial centres and a 
few intellectuals saw further than the immediate future. 
Thus the Independent Socialist leader, Heinrich Strobel, 
reviewing in 1920 the events of these days, wrote: ‘‘ The 
victorious German Revolution had now before it the task, 
uninfluenced by the Russian example, to consolidate popu- 
lar government by removing the old military apparatus 
and the old civil administration and by making a beginning 
in socialisation. The accomplishing of this would have 
taken some months and during this time the Government 
of the People’s Commissioners, relying on the Workmen’s 
and Soldiers’ Councils, ought to have used their authority 
to the full. After they had laid the foundations of a per- 
manent labour régime, it was possible and necessary to leave 
further developmnt to a Constituent Assembly, elected ona 
democratic franchise. But instead of closing the front 
against the common enemy the currents of German Socialism 
went different ways and began conflicting with each other.”’* 

The reason why German Labour did not succeed in 
overcoming the power of the big bourgeoisie in the Novem- 
ber Revolution was without doubt due to dis-union within 
its own ranks. But this dis-union was an effect and not a 
cause. If the Independent Socialists and the tiny 
Spartakusbund (revolutionary wing of the Independents) 
represented in those days the forces driving for real social 
change, the Majority Socialist Party, which alone had 
retained the apparatus and prestige of the old German 
Socialdemocratic Party, still attracted the vast majority 
of those passive and unconscious elements of Labour and 

* “Die Deutsche Revolution, ihr Ungliick und ihre Rettung,” pp. 67, 
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of the lower middle classes, who were discontented without 
knowing the reason why and without having any remedy 
to offer. The réle of such parties in times of rapid social 
change is well known to all students of history. Karl 
Marx, in brilliant and biting terms, described their type 
in writing of the activities of the Liberal and Democratic 
Oppositions during the 1848 Revolution in Germany : 
‘Eternally tossed about between the hope of entering the 
ranks of the wealthier classes and the fear of being reduced 
to the state of proletarians and even of paupers : between 
the hope of promoting their interests by conquering a 
share in the direction of public affairs and the dread of 
rousing, by ill-timed opposition, the ire of a Government 
which disposes of their very existence, because it has the 
power of removing their best customers: possessed of 
small means, the insecurity of the position of which is in 
the inverse ratio to the amount—this class is extremely 
vacillating in its views. Humble and crouchingly sub- 
missive, under a powerful feudal or monarchical govern- 
ment, it turns to the side of Liberalism when the middle 
class is in the ascendant : it becomes seized with violent 
democratic fits as soon as the middle class has secured its 
own supremacy, but falls back into the abject despondency 
of fear as soon as the class below itself, the proletarians, 
attempts an independent movement.” * 

What the Liberal and Democratic Opposition did in 
1848, when Junkerdom and autocracy were struggling for 
supremacy with the big bourgeoisie, the Majority Socialists 
did in 1918 when the big bourgeoisie were struggling with 
the advanced guard of the proletariat. Having been 
“humble and crouchingly submissive ’ while Hindenburg 
and Ludendorff were hurling the German legions into 
France in the name of Hohenzollern and of capitalist 
Imperialism, it “‘ became seized with violent democratic 
fits ’’ as soon as it was clear that the defeat of Germany 
would be followed by revolution. As a study in the past 
and as a warning for the future, both in Germany and in 
other lands, it is not out of place to follow in some detail 


* “ Revolution and Counter-revolution,’ by Karl Mar 7, 8 
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the chameleon-like change of political colour of the leaders 
of the Majority Socialist Party in these days. 

On November 8th (one day before the Revolution), when 
the Government of the Kaiser still existed, and Prince Max 
of Baden and the two Socialdemocratic leaders, Ebert 
and Scheidemann, were its leading spirits, the Vorwaerts 
wrote: ‘‘ Let there be no unreasonableness (‘* Unbesonnen- 
heit’), which may bring the war now ending on the front 
into our midst. Our duty is to secure the increase of our 
party influence in the Government.” Two days later, 
when the masses were already on the streets of Berlin, and 
the German fleet had hoisted their red flag, the V orwaerts * 
published an appeal, written the day before, which began : 
*“* Citizens, away from the streets, keep law and order : the 
Imperial Chancellor, Max von Baden, has resigned and has 
handed over his office to our leader Ebert.’’ Before this 
appeal had reached the masses, Ebert and Scheidemann 
were negotiating in the Reichstag with the Independent 
Socialists, the party whose active members had organised 
the revolt and the general strike, for the creation of a 
revolutionary Government, in which both Socialist parties 
should be equally represented. 

“Could an Aristophanes want better material for a 
comedy than this?” scathingly cried the Independent 
Socialist leader, George Ledebour, to the jury at his trial 
for high treason, five months later. ‘“‘The German 
Imperial Chancellor, who had just taken office under 
William II., comes to the room of the revolutionary party 
and offers to form a coalition Government with it. He 
knew that we had already given out the parole for revolu- 
tion against the Government, at which he stood at the 
head. But that did not prevent him from saying: ‘ Please, 
gentlemen, we are ready ; we are also preparing something 
of this sort.’”” And Ledebour then bitterly asked, who 
was guilty of high treason—he or his accusers, the leaders 
of the Majority Socialists, who were by that time enjoying 
the fruits of office with the middle class parties. t 


* Organ of Social Democrats. aut 
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Having secured, in spite of Ledebour’s opposition, the 
consent of the Independent leaders to the formation of a 
coalition Government between the two Socialist parties, 
the Majority Socialist leaders began to give still further 
proof of the truth of Karl Marx’s dictum that the parties 
of the petty bourgeoisie ‘‘ fall back into the abject despon- 
dency of fear, as soon as a class below itself, the proletariat, 
attempts an independent movement.” Shortly after the 
revolutionary Government of the two Socialist parties had 
come into existence, the Hansa-Bund, the organisation at 
that time of finance and trading capital, began to create 
‘* eitizens’ councils ”’ of all persons “‘ with a stake in the 
country,” and began to arm them in so-called ‘‘ Buer- 
gerwehr.” ‘“ The Majority Socialists adopted an ambiguous 
attitude towards this new development,” wrote Heinrich 
Strobel, at this time Independent Socialist leader and Prime 
Minister in the revolutionary Government of Prussia. 
‘* The reason for this was largely because of the policy they 
had been carrying out during the war. For four years 
they had been practising class harmony and had regarded 
co-operation with the capitalist parties and militarism as 
the height of wisdom. They could not now get back to 
the position of class struggle and of proletarian inde- 
pendence. . . . Already they began to regard the Sparta- 
kist danger as greater than that from the right. Thus it 
came about that the Majority Socialists began to give up 
as quickly as possible those positions of power, which the 
Revolution had put into their hands.” * 

Not only did the Majority Socialist members of the 
Government tolerate the guards organised by the Hansa- 
Bund, but they soon began to draw towards Berlin units of 
the old Imperial army, which had not been demobilised, 
which had remained under royalist officers, and which was 
entirely outside the influence of the Workers’ and Soldiers’ 
Councils. The latter had sprung up throughout the 
greater part of North Germany and in some parts of the 
South during the first days of the Revolution. They were 
the only organs which were a guarantee against a return of 
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the old régime and a promise for a transition into a demo- 
cratic republic, which should lay the basis of a Socialist 
form of society. They were the organs of the proletarian 
dictatorship, which alone could control the development — 
of a transition period. These organs the Majority 
Socialists, in their fear of the Left, now began to liquidate— 
not at first directly, but by setting up with the assistance of 
the big bourgeoisie counterbalancing organs, represented 
by armed civil guards, recruited from the sons of the 
wealthier classes, specially selected officers, corps and 
other remnants of the old Imperial army. 

The naiveté with which the Majority Socialist leaders 
set out upon their tasks of liquidating all that had been 
gained by the November Revolution is best seen by perus- 
ing certain passages of an interview, which the writer, 
together with a number of other journalists, had with the 
War Minister in the revolutionary Government of the 
Reich, Herr Noske, on January 19th, 1919. In reply to 
a question : “‘ What guarantees have you that the troops 
gathered round Berlin will make no counter-revolution ? ”’ 
Herr Noske replied : “‘ The soldiers consist of Socialdemo- 
cratic workers and we have no reason to believe that their 
officers are rascals, for they have all been sworn in to the 
Socialist Republic. The soldiers and officers have sworn 
to me that they will make no counter-revolution, because 
they have unconditional confidence in me and in my 
socialist outlook. They have come here to help me.” 

What the officers of the old army, now commanding 
these ‘‘ socialdemocratic ’’ military units, thought about 
this sudden affection for them of those who, on November 
9th, had deserted the Kaiser and had proposed a coalition 
revolutionary Government with the Independents, may 
best be seen in the lines written eighteen months later by 
General Maerker. He was one of those who was instru- 
mental in saving important units of the Kaiser’s army and 
in transforming it into a reliable force for the defence of 
the capitalist Republic. “The salvation of the Govern- 
ment,” he writes,* ‘‘ came from a quarter which was as 
little expected as it was desired by its members, namely, 

* “Yom Kaiserheer zur Reichswehr,” pp. 39, 40. 
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from the German officers’ ‘corps.’ And further on: 
‘“‘ There is much tragic comedy in the fact that the saving 
of the democratic republic and the protection of the 
erst-while revolutionaries came from the much hated and 
feared officers’ corps of the old monarchist army.” 

There can be no doubt that the Majority Socialist 
leaders were going through this period of the revolution in 
Germany like a cat walking on hot bricks. But if this 
applies to them, it certainly does not apply to the officers’ 
corps. They knew what they were out for, and were not 
afraid to say so. This is what one of their number, an 
officer in Ehrhard’s notorious marine brigade, blurts out 
in an unguarded moment of delicious frankness: “ The 
Majority Socialist Noske was the man who helped us. 
It was his service that he put the right men in the right 
military posts, gave them complete authority and abun- 
dant money for their work. The volunteer corps were 
expensive but this was the only way to create a centre of 
authority. Without this the Revolution would have 
overwhelmed Germany.” * But once the officers’ corps 
had been recognised and used by the Majority Socialists 
in the Government as their chief support, they began to 
turn on their patrons. Most of them never gave more 
than lip service to the democratic Republic, which they 
despised. Attempts were made to swear them in, but the 
best that could be obtained from them was a promise to be 
loyal to ‘‘ the provisional Government of Herr Ebert, till 
the meeting of the National Assembly.” Some of them 
would not even do that. ‘‘ We were never sworn in,” 
wrote Rudolf Mann; “ we were spared that notorious 
oath to the Constitution, or we never gave it, although it 
was asked of us by the Government. I don’t believe that 
this was generally known in Germany at that time. But 
we objected to that constitution.” + 

In vain did the Independent Socialist members of the 
provisional Government attempt to put a stop to the 
policy of handing over unbridled power to the officers of 
the old army. The First All-German Congress of Workers’ 
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and Soldiers’ Councils in December, 1918, had accepted 
the resolution of the Hamburg delegates for the formation 
of a republican militia. These were known as the seven 
Hamburg points, and they provided for : (1) abolition of 
external rank distinctions in the army ; (2) supreme army 
control to be in the hands of the people’s commissioners ; 
(8) soldiers’ councils to be responsible for discipline ; 
(4) arms not to be carried and officers to have no authority 
except when on duty ; (5) soldiers elect their own officers ; 
(6) officers to be required to sign a statement that they 
will do nothing against the Revolution; (7) standing 
army to be abolished and militia created. The failure of 
the Independents in the Government to get their Majority 
Socialist colleagues to carry out these points in the depart- 
ments under their control brought about a deadlock in 
December, 1918, and the withdrawal of the Independents 
from the Government, which was left now solely in the 
hands of Ebert, Scheidemann, Noske and Landsberg. 
The plan laid by the Majority Socialist leaders on Novem- 
ber 9th had succeeded. The Independents had been 
fooled. They had not struck when the iron was hot. The 
four Majority Socialist leaders now had a free hand to 
make preparations for crushing the very movement which 
they had headed only seven weeks before. 

In Zossen, near Berlin, a large force of volunteers and 
selected officers’ corps of the Kaiser’s army had been got 
together. The part which the Majority Socialists played 
in its formation is best told by one of the generals of the 
camp. ‘‘On January the 4th,” wrote General Maerker, 
commander of the Landesjaegerkorps, stationed there, 
‘Ebert and Noske appeared at the camp to review the 
troops. They were astonished to find what they described 
as ‘real soldiers’ again. As they saw the well-drilled 
troops march by with bands playing, Noske bent over 
Ebert, touched him on the shoulder and said: ‘ Don’t 
worry, Fritz: everything will be right again as it used to 
be.’ ”’?* And what type were these ‘‘ real soldiers,’’ which 
had so delighted the hearts of these two Majority Socialist 
leaders? Again we turn for an explanation not to 
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Spartakist and Independent Socialist sources, but to one 
of the commanders of these very corps, who, one would 
suppose, would not be anxious to show up these “ saviours 
of the democratic Republic” in a bad light. “ The 
Ehrhard Brigade had one thing in common with foreign 
legions. It was always eager to march behind the drum, 
to regard the life of a soldier as the only aim in life, to 
rejoice at having a shot at some one, and to regard the 
regiment as a family anda home. For many the regiment 
was the only means of existence, especially for the home- 
less Germans from abroad, for those from Elsass, Austria 
and the Baltic Provinces. Coloured people were also 
among us. We had a Turk and a Chinaman. But there 
were many also, who had been uprooted and were just 
drifting. There were a terrible number of divorced men 
or of those in process of divorce. Also a large number 
of youths, who had not been home nor had even written 
home for years. But love of country and unconditional 
and prompt obedience to all superiors—that was their 
main characteristic.” * 

In some places the Independent Socialists had begun to 
counteract this policy of liquidating the changes which 
the November Revolution had brought about. The idea 
of making the military force not an instrument of the 
propertied classes, but of organised and conscious labour, 
was becoming widely popular. ‘‘ I proposed,”’ wrote Emil 
Eichhorn, the Independent Socialist police president of 
Berlin, “to the Berlin Workmen’s Council, that a safety 
militia should be formed, two-thirds out of organised 
workmen, trade unionists, and the rest out of former 
soldiers of the rank, resident in Berlin. The Council 
agreed. But the Ministry of the Interior objected to this 
plan, and especially the Majority Socialists’ representative 
in the Ministry, Herr Ernst, who demanded that the old 
police force should be reinstated and armed.” ¢ Herr 
Ernst was unable to get his views adopted by the Berlin 
Workmen’s Council, but his party colleague, Otto, Wels, 
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who had been appointed Commandant of Berlin, soon saw 
to it that this policy was carried out by other means. 
“The presence of the Berlin safety militia and of the 
radical * People’s Marine Division’ aroused the hostility 
of the Majority Socialists to such a degree that soon after 
their formation Otto Wels began to organise the ‘ Republi- 
can Soldiers’ Corps,’ which were openly there for the pur- 
pose of keeping the Independents and the Spartakists in 
order.”’ * 

The views of those Majority Socialist leaders who 
founded the Republican Soldiers’ Corps are best seen in 
a valuable little booklet, written by the assistant to the 
Commandant of Berlin, Otto Wels’ party colleague, Anton 
Fischer.t| This booklet was not printed in the Majority 
Socialist Party press for obvious reasons. Referring to 
the formation of the Republican Soldiers’ Corps, Fischer 
writes {: ‘‘ Already on the 17th of November, Wels and 
I had taken steps to get together an armed force, which 
would be to some extent reliable, otherwise there was a 
danger that the Revolution would go down in anarchy, 
robbery and murder. Promises and good words were at 
hand in plenty but no money. . . . The urgent needs of 
the commandant and indeed of all Berlin was only 
satisfied by accident. A certain foreigner had come to 
see Wels about some matter, and, as in those days all 
business transactions were done in only one room, he 
heard how Fischer was explaining about the formation 
of the Corps to a number of would-be recruits and also 
referred to the financial difficulties. The gentleman said 
that he thought all Berlin was interested in the re-estab- 
lishment of order and offered financial assistance to Wels. 
Wels, however, had objections to the acceptance of money 
from bourgeois sources, even though the object might be 
good and the need most pressing. At least he, as com- 
mandant, wanted to have nothing to do with it, but at the 
same time he had nothing against it, if I took the money 

* Heinrich Strébel: “Die deutsche Revolution, ihr Ungliick und 
ihre Rettung,” p. 80. 

+ “Die Revolutions-Kommandantur Berlin”’ (Selbstverlag der Ver- 
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and paid the soldiers. I also did not want to have any- 
thing to do with the business, but in the last resort the 
needs of safety and order were stronger than utopian 
party programs, so that I accepted. .. . When the 
money was forthcoming and the machinery got in motion 
for recruiting—a process in which Lieutenant-General 
von Oven was of great assistance—Wels, Colin-Ross, Dr. 
Striemer and I went into the barracks and began to recruit 
from the best elements of the soldiers.* The name which 
Wels proposed for the new force was ‘ Republican Soldiers’ 
Corps.’ ” 

There was a danger that Karl Liebknecht and his 
Spartakists might get at and win over to their side the 
soldiers of the old army coming back from the front. So 
we read a little further on ¢ : “‘ The Spartakists were very 
busy at their work of propaganda among the troops of the 
old army. The Government and our party were standing 
by, unable to do anything. Through my information 
service at the Commandant’s Bureau I got more and more 
serious news every day. At last I decided to act on my 
own and to take the money, which had been put at my 
disposal for safety and order in Berlin, and give on my own 
responsibility several hundred thousand marks to the 
Berlin organisation of the Socialdemocratic Party. I 
demanded that the propaganda committee, as quickly as 
possible, should publish literature, put out placards and 
organise speakers to counteract the work of Lenin and the 
Spartakists.”” Thus we have it in black and white from a 
Majority Socialist in a responsible position at this time 
with the Berlin Commandant that his party took money 
from German and foreign capitalists in these days, in 
order to resist the demands of that section of the Berlin 
workers who wanted to see the Revolution bring some- 
thing more than a mere change of portfolios in the 
Wilhelmstrasse. 

The conflict that now broke out between the Berlin 
Workmen’s Councils and the Commandant was of a very 

* These soldiers were from the old army who were being demobilised 


in Berlin at this time.—Author. 
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similar nature to that which arose between the Paris 
Commune and the Versailles National Assembly in 1871. 
The Berlin Workmen’s Council, under Eichhorn, held 
“that the police should be under the control of the local 
authority,” * while the Majority Socialists in the Govern- 
ment demanded a police force in Berlin, which would be 
‘a reliable support to the Government.” + In vain did 
Kichhorn try to avoid a conflict by drawing up regulations 
for the respective spheres of activity of the two forces.{ 
The conflict came on December 29th, when Wels demanded 
the disarming of the People’s Marine Division on the 
grounds of disorderly conduct, and the Majority Socialists 
in the Government declined to hand out their pay till 
they did so. An armed conflict ensued—the so-called 
bloody Christmas Eve—in which the Majority Socialist 
members of the Government ordered a former general of 
the Kaiser’s army, von Lequis, to occupy the Marstall, 
where the marines were stationed, and disarm the sailors. 
Herr Ebert, Scheidemann and Landsberg subsequently 
denied that they gave this order, but the telephonic com- 
munication between the Independent member of the 
Government, Emil Barth, and Major Harbou, of the War 
Office, on the night of December 24th, shows that the 
Majority Socialist Ministers had either issued the com- 
mand to the War Office to let General von Lequis attack 
the marines, or had at least let it been known that such 
an attack would be welcome.§ 

Although the quarrel between the People’s Marine 
Division and the Commandant was patched up, the real 
trial of strength was to come in the first week of January, 
1919. ‘‘ The differences were not based upon superficiali- 
ties. They had their roots in our different interpretation 
of the November Revolution,” wrote Eichhorn. ‘I re- 
garded the achievements of November the 9th as not yet 


* “Tedebour vor den Geschworenen”’ (Verlag Freiheit, Berlin, 
1919), p. 27. tejt 

¢‘‘Eichhorn iiber die Januar Ereignisse,” p. 29 (Verlag Freiheit, 
Berlin, 1919). 

t Op. cit., p. 30. Fa : 

§ ““Aus der Werkstatt der deutschen Revolution,’* Emil Barth, 
p. 105. 
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carried to their logical conclusion and favoured a further 
development of the Revolution in the direction of 
Socialism. Wels regarded the Revolution as finished 
with the entry of the Majority Socialists into the Govern- 
ment and into the higher departments of State. . . . This 
was the real cause of the conflict between us on December 
the 24th, which was followed by the January rising.” * 

A flood of light is thrown upon the circumstances under 
which the .rising took place by an interview which the 
writer and a number of other foreign journalists had on 
January 16th, 1919, with Herr Ernst himself directly after 
his appointment as police president of Berlin, and on the 
morrow of the suppression of the rising. Ernst said (I 
quote the words from a protocol taken at the time): “A 
success of the Spartakus people was impossible from the 
first, since we, through our preparations, forced them to 
strike prematurely. They had to disclose their hand 
before they wanted to and we were therefore in a position 
to meet them.” In answer to a question, “‘ What were 
the measures that he had been preparing?” Ernst 
answered, ‘‘ We were aiming at the removal of Eichhorn 
and at capturing his safety police for our side.” 

The “ capturing ”’ of the safety police (in other words 
Labour militia) was, of course, a euphemistie term for 
their destruction, and with them went the only armed 
element in Berlin which intended to resist at all cost the 
threatening dictatorship of the big bourgeoisie in the 
Prussian capital. But having suppressed this Socialist 
armed force, the Majority Socialist leaders of the Republi- 
can Soldiers’ Corps soon found that they had destroyed 
the one power which could fight the reaction. While 
Wels and Ernst had been busy at this work, their party 
colleagues, Noske and Ebert, had been busy with the 
formation of the notorious “ Freikorps,” for the most part 
select regiments of the old Imperial army, with a large 
percentage of officers, and were mobilising them on the 
outskirts of Berlin, as I have described above. On these 
proceedings the apocryphal book of Anton Fischer is 


* Eichhorn, op, cit., p. 32. 
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Cartoon by Karl Holtz, indicating the state of feeling among the Inde- 
pendent Socialists during the ‘‘ Noske Terror” in 1919. Scheidemann is 
seen looking up from reading the Vorwaerts and casting a reproachful 
glance at Noske, who is riding on a horse with a ‘‘ picklehaub”’ and Iron 
Cross, symbolising the military reaction. Scheidemann says: ‘‘ But 
Gustav! where are you riding to?”’ And Noske answers: ‘‘ How do I 
know? Ask the horse.” 
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exceedingly enlightening. He writes: * “When Noske 
marched into Berlin with his troops on January 138th, I 
was in a position to report to him, that there was nothing 
more to be done, except to maintain the order that had 
been restored and to continue the process of disarming. 
Thus the Berlin troops of the Republican Soldiers’ Corps 
with the volunteers under Kuttner and Baumeister, f 
who captured the Brandenburg Gate and defended the 
Reichstag, had re-established the reign of order in Berlin. 
It was thus really not necessary to knock these corps on 
the head already in January 13th, and then throw them 
on the scrap heap. Among the Noske troops on the 
other hand, who up to this time had done nothing but 
parade and show off their uniforms and colours, a per- 
sistent propaganda was carried on against ‘ rebellious 
Berlin and its Socialist defenders,’ so that, when they 
entered the city, they had nothing better to do than to 
tear the Republican arm-bands off the members of the 
Republican Soldiers’ Corps and insult them on every 
possible occasion. They wanted to be regarded alone as 
the saviours of Berlin. The only symbols they recognised 
were the white arm-bands and the old Imperial cockades. 
And now, thanks to these troops and the wirepullers 
behind them, the hardly-won and puny gains of the Revolu- 
tion have been brought into danger and trampled under 
foot ‘from Kiel to Kapp.’ ”’{ Small wonder that Fischer’s 
book was not published by the official Majority Socialist 
publication department ! 
How the Freikorps used the victory which they had 
usurped in Berlin is best seen by perusing the report of 
one of their commanders, General Maercker, to his superior 
officer, General Luttwitz, written on January 25th, after 
the entry into Berlin, and published in his book: § ‘‘ As I 


* Op. cit., p. 77. 
+ Two Majority Socialists, who organised a corps each among party 
colleagues. 

These last words are a reference to the title of a book, ‘“‘ From Kiel 
to Kapp,” written in 1920 by Noske himself, in which he tried to justify 
his action in forming the Freikorps, and excused his inability to control 
subsequent developments). 
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entered Berlin on January 15th, machine gun fire was 
going on day and night from the roofs of the houses in the 
Dorotheenstrasse, Friederichstrasse, Bellealliance Platz 
and Karlsplatz. On the 16th I told the representatives 
of the various corps that in my opinion this shooting did 
not come from the Spartakists, but from the rank and file 
of our own corps ; and that this was in part shooting due 
to fear and in part due to a desire to make themselves feel 
important. I even had the suspicion that the sentries and 
patrols were shooting, in order to prove to the public the 
necessity for the continuance of the Freikorps. In actual 
fact the population of Berlin was kept for ten days in 
terror of their lives by irresponsible elements of the 
Freikorps. The latter are becoming a danger to the 
capital and I consider it quite probable that before long 
fighting will take place between the various corps.” And 
it was not very long before these words came true. How- 
ever distasteful it may have been to Ebert and Noske, once 
they had started on the road they had chosen, there was 
no going back. They had to swallow the revolutionary 
phrases which they had poured out on November 10th. 
For they had called forth spirits which they could not 
lay.* 

* For what went on in the camp of the Spartakists during these 
January days, 1919, see Chapter XIII. 


CHAPTER III 


THE ‘‘NOSKE PERIOD’? OF THE GERMAN REVOLUTION 


On March 5th, 1919, a general strike broke out in Berlin. 
The questions at issue were economic, and the Majority 
Socialist leaders of the trade unions actually headed the 
strike with the Independents and Spartakists. On the 
following day Berlin was quivering with the thunder of 
artillery, shells crashed into the houses of the working- 
class quarters and machine guns rattled. What had 
happened? The strike committee, on which all three 
Socialist parties sat, issued a manifesto saying that they 
had nothing to do with the disorders. The Berlin Work- 
men’s Council and the Spartakist leaders did the same. 
It soon turned out that the fighting was going on, not 
between the volunteer corps of the old army and armed 
Spartakist forces, but between the former on the one hand 
and the ‘“‘ People’s Marine Division” and the Republican 
Soldiers’ Corps, which had always been regarded as a loyal 
force to the Government. ‘* The People’s Marine Division 
had been for some time regarded by Noske as unreliable, 
because it had remained neutral during the January rising. 
But even the * Republican Soldiers’ Corps,’ which was 
created in December, 1918, in Berlin, to suppress the 
Labour militia of Eichhorn, was looked upon with unsym- 
pathetic eyes by the officials of the Government and the 
officers’ corps. Only when these troops, in which still a 
spark of democratic feeling remained, were dissolved, 
would the new militarism have a free hand and the 
Revolution be completely disarmed.” * 

But the commanders of the Freikorps knew what they 
were doing. The miserable men whom they had in their 
grasp had to act with them or go the way of Liebknecht 

* Strobel: “ Die deutsche Revolution,” p. 137. 
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and Luxemburg. The best service of all was rendered to 
them by the Majority Socialist, Gustav Noske, whose name 
has become a bye-word in hundreds of thousands of Ger- 
man workers’ homes ever since these terrible days. The 
son of a carpenter, from West Saxony, he had always given 
attention to military questions after he had taken up work 
in the old Social Democratic Party before the war. A man 
with an exceedingly limited intellect and with a dullness 
which is always the twin brother to brutality, he preferred 
in his little mind the praise of the class above him to the 
comradeship of the class from which he sprung. As a 
result of his work, as War Minister of the Reich, under the 
National Assembly, in Weimar, and as commander of the 
forces in the Mark of Brandenburg, a position which he 
held from the Coalition Government of Prussia, he lent the 
prestige of the Socialist movement to the operations of 
military camarilla of the old Imperial army. As a result 
of the work of this “ Socialist,’ whose name will go down 
to history coupled with that of Gallifet, during the spring, 
summer and autumn of 1919, the Workmen’s and Soldiers’ 
Councils were dissolved throughout the length of Germany 
and 15,000 German workmen lost their lives in attempting 
to resist him and his troops. One has heard much of the 
Red Terror in Russia and of the White Terrors in Hungary 
and Finland, but little has been heard of the more pro: 
longed, if somewhat less dramatic, terror in Germany 
which accompanied the suppression of the attempt to 
make the German November Revolution a gain for the 
Socialist cause in Central Europe. 

The Majority Socialists in the Government, with Noske 
as their military chief, had now to justify before public 
opinion the attack upon the Republican troops, in March, 
1919, in Berlin, which troops had three months ago helped 
them to suppress the Spartakists. They could not say 
that they were doing this because it was demanded by 
the officers’ camarilla, who had not even sworn loyalty 
to the Republic. They had only one way out, and that 
was deceit—the last refuge of the petty bourgeois when 
driven in a corner. Noske, therefore, called the Berlin 
Press representatives, on March 8th, and told them that. 

D2 
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the Government troops were fighting Spartakus. He gave 
them a long list of the names of sixty policemen, said to 
have been murdered in most bestial manner in the Lich- 
tenberg suburbs by “Red Guards.” The effect was 
instantaneous. A cry of execration went up against 
Spartakus, and within twenty-four hours the few Sparta- 
kist leaders who had survived the January week, and 
among whom was the able friend of Rosa Luxemburg, 
Leo Jogiches, were arrested and brutally murdered by 
agents of the secret police. The necessary atmosphere in 
which this murder could be shrouded had been created. 
Under the cover of this hue and cry against Spartakus the 
non-Spartakist Republican guards were disarmed and 
carried off, and in large numbers mown down before 
machine guns against the walls of the Berlin prisons.* 

The military camarilla had also used the occasion of the 
‘ Spartakus rising” to get put into force a military and 
police regulation for which they had long been struggling. 
On March 10th, the commander of the ‘‘ Garde Kavallerie 
Schuetzen Division ”’ issued the following order, with con- 
sent of the War Minister Noske: ‘“‘ Any person, offering 
resistance to the Government troops now in Berlin or 
plundering, will be shot. Every commander is responsible 
for the carrying out of this order. From all houses, out 
of which shots are fired on the troops, the inhabitants will 
be cleared and the place searched for arms. Suspicious 
persons on whom weapons are found are to be shot.” + 
When it was all over, the mayor of Lichtenberg, Herr 
Ziethen, issued the following statement: “‘ Against the 
assertion that Spartakists have murdered 60 Lichtenberg 
policemen, it is necessary to state that on the day in 
question only 40 policemen were present in the central 
police station. The facts are that only five were killed 
and it is not clear whether they were shot against the wall 
or whether they were killed in open fight. Some police 
were kidnapped by Spartakists but were later on set free.” 

It was small wonder that after this the honest element 

* A detailed account cf this from a Majority Socialist source is given 
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of the bourgeoisie began to be terrified at what was 
happening. Thus the Vossische Zeitung, on March 11th, 
wrote : ‘‘ The Government and the parties behind it have 
been grossly lacking in duty. The policy of recent months 
has in many respects a terrifying similarity to that of the 
old régime.” 

The military reaction, which in Prussia was well in the 
saddle by the spring of 1919, called forth in South Germany 
a counter-movement, which, though ephemeral and 
passing, nevertheless upset the calculations of the big 
bourgeoisie and of the officers’ camarilla. One of the 
results of this counter-movement was the declaration of 
the Munich Soviet Republic. The full story of the 
circumstances under which that Republic was proclaimed 
have not yet been fully told. This much, however, is 
known, namely, that sinister forces were at work in pro- 
voking it. In the spring of 1919 the position in Bavaria 
was as follows. Kurt Eisner had succeeded, in 1918, in 
overthrowing the Wittelsbach Monarchy and in uniting 
the Pacifist intellectual groups in Munich with the anti- 
Prussian and anti-war Peasants’ Alliance (Bauernbund) to 
the small but, owing to the development of war industry 
since 1914, growing proletarian elements of Munich, 
Augsburg and Niirnberg. On these social layers he was 
able, for three months, to base his régime, which consisted 
of a democratic Parliament, controlled by a Workmen’s 
and Soldiers’ Council in Munich. The murder of Eisner, 
in February, 1919, was the signal for the collapse of this 
compromise, and the Majority Socialist Hoffman, with 
some of his party colleagues and a few Independent 
Socialists, carried on the Government for some six weeks 
under most unstable conditions. It was clear that, unless 
the ‘‘ Eisner compromise’ could be re-established,, a 
dictatorship either of the extreme Right or of the extreme 
Left was inevitable. There is no doubt that the former 
wanted the latter to start and to give them their chance. 
Once again their tools, conscious and unconscious, for this 
provocative game were the Majority Socialist leaders. 

For most of the followers of Hoffmann the declaration 
of the Soviet Republic was simply a speculation, by the 
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aid of which they hoped to remain in power. But for some 
of the leaders, particularly those of the type of Schneppen- 
horst, it was more than a speculation ; it was a crafty 
intrigue. ‘‘ This Schneppenhorst,” wrote a contemporary 
observer, “‘a former carpenter, member of the Majority 
Socialist Party and War Minister under Hoffmann, had 
realised during his term of office that no Government could 
exist without real power. And he had learned from his 
colleagues in North Germany, Wels and Noske, the 
methods by which it was possible to attain power. His 
whole attitude showed that he was prepared to act on the 
lines of his Prussian colleagues. If the anarchy, which 
would come from a premature proclamation of a Soviet 
Republic in Munich, were only to reach a certain point, 
then the time would arrive to mobilise all counter- 
revolutionary forces, create officers’ corps and to over- 
throw the new régime before it had time to consolidate 
itself. It was a Machiavelian trick, which he, with his 
petty outlook, and with the slyness of a peasant, deter- 
mined to carry out, making use of the unstable political 
situation and the naiveté and blamelessness of his oppo- 
nents.” * 

The first thing to set the ball rolling in Bavaria was the 
meeting of the Majority Socialists at Augsburg, which, on 
April 38rd, demanded a declaration of a Soviet Republic 
and sent a delegation to the Hoffmann Government in 
Munich, headed by the president of the Soldiers’ Council, 
Nikisch. ‘‘ After their arrival in Munich, on April the 
Ath,”’ writes the same observer, ‘‘ a conference took place 
in the War Office between the Majority Socialist Ministers 
and the Central Executive Committee of the Workers’ 
and Soldiers’ Council, concerning the declaration of a 
Soviet Republic. The Communist Party was that evening 
summoned urgently to the War Office. There they found 
a conference of Majority Socialists, Independent Socialists 
and Anarchists with the Ministers Schneppenhorst, Segitz, 
Simon, Steiner and Unterleitner and the commandant 
Duerr.. They were told that the Soviet Republic must be 


* “Die Bayrische Raeterepublik,’ by P. Werner (Franke Verlag, 
Leipzig, 1919). 
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at once declared and that Minister posts should be equally 
distributed between the Majority Socialists, Indepen- 
dents and Communists. On being asked by the Com- 
munists what the Government of Hoffmann had to say to 
this they were told that they would recognise a fait 
accompli. The Communists then declared that in prin- 
ciple they would decline to enter a Government in which 
there were leaders of the Majority Socialists. They also 
declared that they would have nothing to do with a Soviet 
Republic which was artificially manufactured round the 
green table. A Soviet Republic must be created by the 
action of the masses, they said, and conditions were not 
ripe in Germany, and least of all in Bavaria. With a 
‘** Putsch ” they would have nothing to do. This declara- 
tion of the Communists met with violent accusations. 
Schneppenhorst in particular was most prominent in 
branding the Communists as traitors to the proletariat.” * 
The casting vote at this conference rested with the 
Majority Socialist members of the Council, who had it in 
their power to decide whether the Soviet Republic should 
come into existence or not. ‘‘ Now it is a fact,” says 
another contemporary observer, ‘‘ that they at least gave 
the impression that they would support the Soviet 
Republic, even if they did not enter it. Although the 
former War Minister and the Majority Socialist Schneppen- 
horst subsequently denied it, nevertheless the fact was 
established by the witnesses in the trial of Nutt, Inde- 
pendent Socialist editor of the Neue Zeitung, that Schnep- 
penhorst verbally declared that he would guarantee the 
Soviet Republic even in North Bavaria with his head. 
Also Segitz, the Majority Socialist Minister of the Interior, 
issued orders to his officials, hinting at important events, 
which were coming, while the Independent Minister, 
Simon, declared before the court martial that Segitz 
had expressed his willingness to take part in the Soviet 
Republic, if the other two Socialist parties did the same.” f 
The protocols of the trials for high treason of the members 
* P. Werner: Op. cit, pp. 14, 15. 
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of the Munich Soviet are full of the most valuable material, 
corroborating the statements of the two observers quoted 
above. Thus in the trial of Sauber, the Trade Union 
secretary, who was present during the Conference at the 
War Office, Schiefer made the following statement in the 
witness box : ‘‘ Schneppenhorst took the view that having 
regard to the need for unity among the proletariat it was 
impossible to come through without the Soviet Republic.” 
Another witness, Klingelhoeffer, also present at the 
Conference, said, as witness: ‘‘ The result of the Confer- 
ence was that the leaders declared themselves ready to 
proclaim the Soviet Republic and that particularly five of 
the Ministers of the Hoffman Government expressed their 
readiness to enter the new Government.” Again, the 
witness Dr. Noeggerath said that as regards the persons 
not actively engaged in these negotiations the impression 
was universal that the whole business of the declaration 
of the Soviet Republic was an intrigue of Schneppenhorst. 
And the peasant leader and Commissar of Justice in the 
Soviet, Kuebler, declared : ‘“‘ Schneppenhorst was one of 
the keenest fighters for the Soviet Republic, and it was his 
opinion that it would never have come into existence, if it 
had not been for him.” 

Having created an impossible situation, Schneppenhorst 
and his colleagues succeeded in persuading the Indepen- 
dents and Anarchists to become commissars in the Soviet 
Government, while he himself kept safely in the back- 
ground. The Communists held aloof, and their leader, 
Levine, suspecting treachery, declared that his party 
would not take part in a Government with the Majority 
Socialists. Only some days later, when the White armies 
were beginning to march in from Wurtemburg and Prussia, 
and agents of Hoffman, in Munich, raised a revolt among 
a section of the garrison (against the very Soviet Republic 
which he had been partly instrumental in creating), did 
Levine and his Communists agree to enter the Soviet 
Government, in order to ward off the threatening White 
Terror. Meanwhile, Schneppenhorst, with other Majority 
Socialist leaders, went to North Bavaria, ostensibly for the 
purpose of persuading the towns of Augsburg and Niirn- 
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berg to join Munich. In actual fact, on arrival there, they 
put themselves at the disposal of Noske, who was massing 
100,000 picked men of the officers’ and students’ corps and 
Royalist units of the old army to march on Munich. When 
Schneppenhorst returned to Munich, he did so at the head 
of the troops that let loose the White Terror which has been 
raging with various degrees of intensity ever since. 

Schneppenhorst’s plan had worked like a clock. Nothing 
was wanted now but the terror, and it was directed against 
the very people who had warned against the treachery— 
the Communists. Under the Ministry, established by 
Hoffmann, after the entry of Noske’s troops, courts- 
martial were set up. The Communist leader, Levine, was 
sentenced to death and shot. The Majority Socialist 
Ministers in the Hoffmann Government, most of whom 
were in some way or other compromised in the events lead- 
ing up to the creation of the Soviet régime, issued with the 
rest of the Ministers, twenty-four hours after Levine’s 
sentence, the statement that they saw “no reason to 
quash sentence.”’ Whereupon the Frankfurter Zeitung, 
_an honest middle-class organ, remarked that ‘‘ some 
members of the Government, if they were really against the 
shooting of Levine, might have carried through their point 
by a simple majority vote in the Cabinet.” But this the 
Majority Socialist leaders dared not do. They could not 
vote, as many of them no doubt wished, for they were 
prisoners in the hands of the men whom they had called 
back to power. 

The Majority Socialist leaders had not yet passed their 
Canossa’s way. The great industrial capitalist and bank- 
ing interests, which were now capturing the military 
apparatus of the old Hohenzollern Germany, were daily 
plucking up courage and assuming the offensive in the field 
of industry. At their bidding, Noske created the 
“Technische Nothilfe ’’ or strike-breaking corps of engi- 
neers and technicians. High wages were paid to them to 
go about the country breaking strikes. In the first week 
of October, 1919, Noske issued an anti-strike order for 
Prussia, threatening any workman with imprisonment 
who struck work, and preventive arrest for any one who 
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incited to it. This was too much for the Woodworkers’ 
Union, of which Noske was an honorary member. They 
expelled him, as he sorrowfully complains in his book, * 
because they declined to see the elementary rights of 
organised labour thrown overboard at the bidding of the 
employers. But Noske had done the work he was ordered 
todo. The attempt of the German workers to share in the 
big after-war boom in German trade was suppressed, while 
the profits of industry grew. ‘‘ The labour unrest in the 
summer and autumn of 1919,” says the frank and cynical 
General Maercker, who carried out the camarilla’s orders 
in Middle Germany, “‘ gradually died down. Labour’s 
readiness to work increased and the value of our money 
rose on the foreign exchanges.” + 

After the suppression of the Spartakists in Berlin in 
January, and in Munich in May, the centre of the forward 
movement in the German Revolution shifted to the Ruhr - 
industrial district of Westfalia. In this most populous 
and intricate network of industry in Europe the miners 
had set their hearts on the one step which for them would 
give the German Revolution a meaning—namely, the 
nationalisation of the mines. Writing in the Vossische 
Zeitung on May 24th, 1919, the Lutheran pastor, Dr. 
Mennicke, tells of his experiences of work among the min- 
ing population of the Ruhr during these days: ‘“* From 
personal contact with the miners I can only emphasise that 
I am deeply moved by the grim earnestness, which is 
filling these people. There exists among them something 
of the early Christian spirit. The people feel that they 
have come to a turning-point of history and believe that 
they have entered upon a sort of holy war. And this war 
is being waged with a feeling that by all possible means a 
common front must be made against everything which 
degrades and oppresses the life of man, and especially 
against the exploiting employers’ class. Those who do 
not see this great fact, are blind to what is happening 
to-day.” 

No ‘sooner had Noske triumphed in Berlin than the 

* “Von Kiel zu Kapp.” 

} Italics mine. “‘ Von Kaiserherr zur Reichswehr,” Maercker, p. 351. 


THE GERMAN REVOLUTION 43 — 


miners, assisted by the metal workers of the Ruhr, called a 
general strike, in the second week of January, in the course 
of which they took over the control of the mines and 
appointed a “‘ Commission of Nine,” consisting of repre- 
sentatives of the local trades councils and mine committees, 
to take over the whole of the production and distribution 
of the Westfalian coal industry. The leading spirits on 
this Commission were Communists and Independents, but 
also Majority Socialists took seats and worked on it. 
During the time that the Commission was in power the 
output of coal steadily rose. But it was impossible for 
the movement to succeed, unless it received support from 
the rest of the country, without which it was not possible 
to organise the intricate network connecting one socialised 
industry with another. And in Berlin the reaction was 
triumphing and the Majority Socialist leaders were con- 
tenting themselves with a Socialisation Commission, on 
which a number of middle-class economists also sat. The 
majority of the Commission declared itself in favour of 
nationalisation, and there the matter ended. But the 
Ruhr miners were not going to be put off with those 
tactics. In the third week in February they declared a 
general strike throughout Westfalia and declined to pro- 
duce any more coal for the rest of Germany unless the 
Berlin Government took steps to nationalise the mines on 
the lines laid down by the Commission of Nine. Where- 
upon the Coalition Government of Catholics, Democrats 
and Majority Socialists declared this to be an act of war 
against the National Assembly, sitting in Weimar, and 
sent Noske, with his Imperial generals at the head of their 
Freikorps, marching on the Ruhr. The local soldiers’ 
councils of the garrisons in the Ruhr offered some resist- 
ance and might have succeeded had not the Majority 
Socialists suddenly, on command from Berlin, withdrawn 
from the Commission of Nine and from the local workers’ 
councils. The miners then sent out a commission, led by 
Otto Brass, an Independent, to parley with the Freikorps 
commanders in Minster. They came back with an agree- 
ment, under which the Freikorps were not to advance, but 
the local Labour militia was to be dissolved. This agree- 
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ment was not kept, and after the miners had put down 
their arms, the Freikorps marched in and dissolved the 
Commission of Nine. The coal and steel magnates came 
into their own again, and the miners were bought off with 
a rise in wages, which, however, was quickly rendered 
useless by the general rise in prices. 

During the rest of the year 1919 the Ruhr miners, 
cheated out of their greater aims, concentrated upon an 
attempt to secure an improvement in their conditions. 
After the terrible exploitation and long hours to which 
they had been subjected during the war, their rank and file 
had demanded in various congresses the introduction of 
the six-hour day. This was regarded as necessary not 
only from a human point of view, but as a necessary 
technical measure, to ensure a longer repairing shift in the 
mines, which had been seriously damaged by reckless 
working during the war. But this did not suit the book 
of the German coal magnates, who, relying on the Entente’s 
demands for big coal deliveries under the terms of the 
Armistice, were out to force as big a production as possihle 
at as little cost to themselves. And so the demand for the 
six-hour day was refused. But in January, 1920, tbe 
miners began to take matters into their hands. Unofficial 
conferences were held, and it was declared that on 
February 1st they would leave the mines after six hours’ 
work each day. Thereupon, Noske declared a special 
state of siege in the Ruhr coalfield, the Independent 
Socialist and Communist Press was forbidden, and any 
persons speaking in favour of the six-hour day was put 
under preventive arrest. Miners trying to leave after six 
hours were forcibly kept down the shafts. The reaction 
was triumphant all along the line. It had now got the 
army under its control, and the key industries were pro- 
tected from socialisation by an intricate system of strike- 
breaking corps and anti-strike laws. Of the social gains of 
the November Revolution there was now little left. The 
Majority Socialist leaders had done their duty, and the 
Majority Socialists could go. 

On March 18th, 1920, General Lutwitz and Colonels 
Bauer and Erhardt, with the passive consent of General 
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Ludendorff, utilised the unrest among certain of the 
Freikorps, which were to be disbanded by the Entente’s 
orders, to induce them to march on Berlin and depose the 
Coalition Government of Majority Socialists, Zentrum and 
Democrats. A Hohenzollern official, Herr Kapp, was 
put into the Wilhelmstrasse, and the Majority Socialist 
leaders fled in ignominy and disgrace to Stuttgart. What 
did these Ministers do now? Their friends among the 
trade union leaders called for a general strike. The 
Ministers gave their name to this strike, although, accord- 
ing to their own decrees, they were liable to preventive 
arrest for so doing. But their colleagues, not in the 
Government, went even further and repeated some of the 
tactics which they had adopted during the Munich Soviet 
Republic. Thus, on March 14th, in the Ruhr coalfields, a 
proclamation was issued, signed by the local Independent 
Socialist, Communist and Majority Socialist leaders, which 
ran as follows : 


“To the Workers, Employees and State Officials of 
Westfalia : 

“ Through a coup d état in Berlin a counter-revolutionary 
Government has come into power. The undersigned 
parties have taken up the fight against this Government. 
The fight has as its objects: (1) the capture of political 
power through the dictatorship of the proletariat, till the 
victory of Socialism is secured on the basis of the Soviet 
system ; (2) the immediate socialisation of the key indus- 
tries. With these objects in view we declare herewith the 
general strike for Westfalia. 

(Signed) Central Committees of Social Democratic 
Party of Westfalia, Independent Socialist Party, Com- 
munist Party.” 


A fortnight after the victorious miners of the Ruhr had 
armed themselves, formed a Red army, driven out the 
Royalist troops and removed treacherous officials from 
their posts, the Government of Ebert, Scheidemann and 
Noske was back again in Berlin. The general strike was 
then declared at an end. General Watter, with troops 
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which had helped to overthrow the Ebert Government, 
started advancing into the Ruhr to disarm the “red 
rebels.” What did the Majority Socialist Ministers, who 
to a great extent owed their reinstatement to the prompt 
action of the Ruhr miners, drawing off the Royalist troops 
from Berlin at the critical moment, now do? They sent 
down commissioners to negotiate the Bielefeld agreement 
between the armed miners and General Watter. As in 
February, 1919, this agreement provided for the disarming 
of the miners and the withdrawal of Watter’s troops. 
After its signature the former laid down their arms but the 
latter continued toadvance. The Ruhr was occupied, and 
an indescribable terror against the miners raged for six 
months afterwards. As a result of this, however, the 
Majority Socialist leaders were safe back in the Govern- 
ment seats and all the most active and able men among the 
Ruhr miners were slaughtered like sheep. 

The unstable equilibrium of political parties, in which 
the petty bourgeoisie held the balancing weight, was thus re- 
established after the “‘ Kapp Putsch.” It was threatened 
once again, in August, 1921, and June, 1922, by the 
Monarchist conspiracies, based on Bavaria, which since 
the incident of the Soviet Republic, in Munich, had become 
the centre of the military camarilla. The murder of Herr 
Erzberger and Walter Rathenau was to have been the 
signal. But once again the mass movement in the indus- 
trial centres of North Germany saved the Majority 
Socialists, and the latter hastened at once to put them- 
selves at the head of it. But as soon as the immediate 
danger was over, instead of leaning on the rank and file 
and of thereby preparing the ground for a coalition 
Labour Government, which might, as was possible in 
November, 1918, lay the foundation for a Socialist form of 
society in Central Europe, the Majority Socialist leaders on 
every occasion turned their faces abruptly to the Right. 
In the autumn of 1921 they even entered into negotiations 
with the People’s Party (the party of heavy industry 
capital) with a view to establishing a Coalition Govern- 
ment from Stinnes to Scheidemann. And with this parole 
they succeeded in jockeying the Majority Socialist Congress 
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at Goerlitz, in September, 1921. The ‘“ widened coali- 
tion ’’ which thus came into being in Prussia, and has now 
come into power also in the Reich, thus brought about 
the harnessing of the traditional Labour organisations of 
Germany to the apparatus of industrial and finance 
capital at a time when this apparatus was, in agreement 
with the Entente, through the reparations and the 
Versailles Treaty, imposing the greatest burdens on 
German Labour. That was the position to which the 
Majority Socialist shepherds led their flock. 

I have gone into these details, because it is important 
that the facts about the events in Germany between 1919 
and 1921 should be known. It is only fair, of course, to 
give the reasons with which the Majority Socialist leaders 
excuse themselves for this line of policy. They argue that 
a coalition with the parties of big capital was, in the 
situation in which Germany found herself since the 
Armistice, inevitable. A Coalition Labour Government, 
if it is to carry out a true labour policy, must at once find 
itself in conflict with the Entente and with the capitalist 
parties and military reaction in Germany. This combina- 
tion is enough to make its existence impossible. The only 
possible policy is to fulfill the obligations of the Versailles 
Treaty abroad, to avoid the loss of more territory by the 
application of sanctions and to enter a coalition with the 
bourgeoisie at home in the hopes of mitigating the worst 
effects of its rule by infiuence in the Government depart- 
ments. Germany, they maintain, cannot stand alone, 
and until there is a change in opinion in the Entente lands, 
it must passively resign itself to its fate. 

This line of argument has the weakness that it prefers 
the illusory benefits of a pleasant “ alliance sacrée’’ 
between Labour and Capital at home for the real but hard- 
earned gains of the class struggle. Lenin signed the 
Brest-Litovsk peace with German Imperialism, bowing to 
force majeure, but only after he had settled accounts 
thoroughly with his native Russian bourgeoisie. He was in 
a better position to prevent some of the worst effects of 
an Imperialist peace, because he had first secured that 
only one, not two parasites, should be placed on the 
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shoulders of the Russian Revolution. The Majority 
Socialist leaders, on the other hand, have from the first 
day of the German November Revolution and the Armi- 
stice not done anything effective to check the uncon- 
trolled development and operations of German industry 
and finance capital. They have not dared to risk a situa- 
tion in which German capitalism should be impelled to save 
itself by openly calling for the assistance of Entente 
Imperialism—a situation, which, though full of dangers, 
nevertheless opens out vast possibilities for mobilising 
support and active fighting effort on the part of Labour in 
the Entente lands. And without some risks there can be 
no statesmanship. It was not to be expected that the 
German Labour leaders could have established a Socialist 
Republic in Germany immediately after November, 1918. 
But they could have made a beginning in the period of 
dictatorship, in which automatically they were called to 
play a part, thanks to the impotence and collapse of the 
old régime, to lead the democratic State by means of the 
spontaneously created organs of the masses in the direc- 
tion of nationalising the key industries of the country. 
Had they done this we should have a very different situa- 
tion in Germany to-day—not Socialism perhaps, but the 
modest beginning of Socialism through State capitalism 
and an international situation, which would have forced the 
Entente into acquiescence or actively taking over the 
government of Germany and facing the united opposition 
of their own Labour parties at home. Instead of risking 
this, the Majority Socialists played the réle described in the 
above lines during what is known as the Noske period 
of the German Revolution. 


CHAPTER IV 


THE WEIMAR CONSTITUTION, ITS VALUE AND ITS 
LIMITATIONS 


WE have seen how the November Revolution of 1918, 
in Germany, failed to carry through any measures for the 
socialisation of the means of production, distribution and 
exchange. We have seen that this was brought about 
largely through the policy of the German Socialdemo- 
cracy, which at the critical moment clung to the barren 
formulas of Parliamentary procedure and chose to enter a 
coalition with the Republican elements of German capi- 
talism, instead of using the temporary weakness of these 
elements to create (at all costs and by all possible means) 
a coalition of Labour organisations and Socialist parties to 
lay the foundations of Socialism in Germany. At the 
same time it would be distorting facts to pretend that 
November 9th was not a landmark in the social and politi- 
cal horizon of modern Germany. From the standpoint of 
history, at least, one must regard this date as one on which 
jinis was written over the pages of the book containing the 
relics of feudalism, which had existed since the Middle 
Ages up to the fall of the Empire. And that mere act 
made it possible to turn over a new page and to write a new 
chapter of German history, in which the principal theme 
now was—the rise of German industrial and_ finance 
capital to the sole control of the German State. This 
new event, though accompanied by the most cruel and 
disastrous defeat for Labour and Socialism, was never- 
theless a progressive one, for it has simplified the issue 
in Central Europe to one of Capital versus Labour. This 
was not the case under the old Empire, where, as I have 
shown, the power in control was dual. 

The most important feature of the Empire, as founded 
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by the Constitution of April 10th, 1871, was the recogni- 
tion of the fact that the Imperial authority derived its 
source of power from the monarchies and grand duchies 
of the Federal States with their respective dynasties and 
privileged agrarian castes. The symbol of this Imperial 
authority was the Kaiser. His abdication, therefore, was 
an act which automatically dissolved the Constitution of 
1871. Atleast, upon this legal interpretation the German 
non-Socialist and Democrat Republicans argue the 
legality of the Weimar Constitution, which arose out of 
the Revolution.* The central authority, created by 
revolutionary act—at first the Workers’ and Soldiers’ 
Councils, and later the National Assembly—now exercised. 
power over the Federal States, instead of deriving that 
power from them and from the social systems which pre- 
vailed in them, as hitherto. The demand, moreover, for a 
central revolutionary authority over the States was 
common in November, 1918, both to the Workers’ and 
Soldiers’ Councils and to the parties which subsequently 
controlled the National Assembly ; in other words, it was 
common both to the revolutionary proletariat and to the 
representatives of German capitalism. This is one more 
historical proof of the fact that a rising bourgeoisie can be, 
if it suits its interest, as revolutionary and unconstitu- 
tional as any Labour mass demonstrating on the streets. 
On November 9th, 1918, both these two classes were 
united in demanding the unconditional removal of the 
1871 Constitution. The hesitation of the German bour- 
geoisie up till then had been due only to fear that in the 
Revolution power might slip into the hands of the workers. 
They were not, in principle, against the Revolution ; in- 
deed, they were one of its banner-bearers, but they wanted 
to control it for their own ends. The struggle in which 
the Majority Socialists played such a calamitous réle in 
the last weeks of 1918 and first weeks of 1919 was fought 
out over the point—were the Workers’ and Soldiers’ 
Councils in Berlin or the National Assembly in Weimar 
to be the heirs of the Revolution ? 


* Dr. F. Giese: “Die Reichsverfassung von <A) 17 A 1919 2? 
pp: 9, 10, 11. nates ng ugust [In 3 
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The first act of the revolutionary Government in 
Berlin (“Rat der Volkbeauftragten ”’), relying on the 
Workers’ and Soldiers’ Councils, was to issue a mani- 
festo to the German people on November 12th. The 
manifesto is of great historical importance, because it 
abolished by decree the last remains of the feudal system 
east of the Elbe. It is a remarkable fact, but one which is 
not by any means unknown in history, for it occurred in 
Russia in the Communist Revolution of 1917, that it 
required the organ of the revolutionary proletariat to 
complete not a proletarian but an overdue middle-class 
revolution. It is true, in Russia, in 1917, the revolutionary 
authority subsequently went further than did its counter- 
part in Germany in 1918, but the initial acts of both were 
the same. The manifesto of November 12th, 1918, 
abolished a number of exceptional regulations of the 
old military authority which had arisen out of the war 
and had hence no permanent significance. The death- 
blow, however, was dealt to the old Junker State of 
Prussia, which had dominated the Reich hitherto, in 
Clause 8 of the manifesto. Under this the notorious 
** gesindeordnung ’’ was abolished, and the rights of the 
rural population of any part of Germany to enter into 
industrial and social organisations for mutual protection 
was unconditionally granted. At one stroke of the pen 
the millions of agricultural labourers and domestic 
servants of Prussia, who hitherto had been liable to arrest, 
and, under certain conditions, even to corporal punishment, 
if they terminated their contracts before the time 
appointed by law and if they fled from their masters, were 
free men and women at last ; that is, they were free to elect 
in what factory of capitalist industry in future they would 
be exploited!! This act of the revolutionary Workers’ 
and Soldiers’ Councils closed the last phase of the bour- 
geois Revolution in Germany, which had been prolonged 
through four centuries. 

It will be seen, therefore, that the manifesto of the 
revolutionary Government, on November 12th, cleared 
away the rubbish of the past. As regards its constructive 
part theré is much less to be said. By announcing the eight- 
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hour day and other measures, such as labour exchanges, 
improvements in sickness and unemployment insurance, 
the manifesto went no further than any liberal capitalist 
Government might go in initiating a program of social 
reform. On the critical question, who was to be the heir 
to the November Revolution, the manifesto was silent, for 
it did not attempt to lay the foundations of a new legisla- 
ture and administration. On this thorny point there was 
complete lack of unanimity, not only in the “ Rat der 
Volksbeauftragte,”’ but also in the rank and file of those 
sitting in the Workers’ and Soldiers’ Councils. Thus, 
while the First Congress of the Workers’ and Soldiers’ 
Councils, on December 16th, accepted in principle the 
‘“‘Kight Hamburg Points,” whereby the control of the 
military authority was vested in the Soldiers’ Councils, it 
passed by a large majority a resolution of the Majority 
Socialists to immediately proceed to the election of a 
National Assembly by Parliamentary vote and to hand 
over supreme power to this body. These contradictory 
decisions, displaying the deep rift in the ranks of militant 
labour, broke the united front of the Councils and isolated 
the Left Wing, led by the Independents. The latter then 
resigned from the Central Executive of the Workers’ and 
Soldiers’ Councils, and later from the Government itself, 
and thus a period of armed conflict was opened up in 
Berlin and other big centres, which left the initiative for 
constructive work in the Revolution in the hands of the 
middle-class Republican parties. These, by the power of 
their Press and-of the apparatus of the old administration, 
which was ready to serve them in many of the provinces, 
particularly of the South German States, were soon able 
to get the full control in moulding the new German State. 
The wreck of all German Labour’s hopes came from the 
fatal lack of unity within Labour’s own ranks. This lack 
of unity, however, was based on real and basic difference 
in outlook. The reformist elements of the German Social 
Democracy held to the formal democracy of Parliament, 
and insisted on the liquidation of the organs created in the 
Revolution. How they did this with the aid of the 
military apparatus of the old Prussian Feudal State, 
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which they naively hoped to make their servant, I have 
shown in Chapters II. and III. Thus the Councils soon 
lost their power, and the National Assembly became the 
ruler of Germany’s destinies. Its first and greatest work 
was the passing of the Weimar Constitution. 

Is the Weimar Constitution mainly an instrument for 
the maintenance of the propertied classes, as so many 
others, based on the system of a Parliament, a Second 
Chamber, and a specially selected Civil Service ? Or does 
it contain features which make it possible for the German 
people to use it as an instrument for laying the foundations 
of the Socialist Commonwealth? In order to answer that 
question one must look at the nature of the State set up by 
the Constitution, at its method of giving and administer- 
ing the law, and at the relations of the new central power to 
the former Federal States. Are the provisions of the 
Constitution on this point designed to protect the proper- 
tied classes, or do they leave the way open, on paper at 
least, for the extension of the influence of the producing 
and consuming community over the economic life of the 
country ? 

The Weimar Constitution was the product of a com- 
promise between two draft Constitutions. One was pre- 
pared by Professor Hugo Preuss, a doctor of law, at the 
Berlin University, a man of great learning and of demo- 
cratic leanings of the type produced by the revolutionary 
year 1848. Through his draft a strong tendency is seen 
to reduce at all costs the power of the Federal States and 
particularly of Prussia, whose hegemony had given the 
peculiar feature to the old Empire. Preuss aimed at the 
centralisation of power—at a rigorous application of the 
principle of German unity. He laid down the axiom 
that Imperial law (‘‘ Reichsgesetz ’’) should, in general, 
take precedence over Federal State law (‘‘ Landesgesetz ”’). 
The Federal States, now to be called “‘ Free States,”’ 
should, in fact, become merely local organs of administra- 
tion in most matters, while retaining autonomous rights 
in certain others, to be specified. Taxation was to be 
decided upon and collected by the central authority (the 
“* Reich ”), the railways, posts, telegraphs, social legislation 
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and Labour laws were to be taken definitely out of the 
hands of the Free States. Further, the Free States could 
be split up into smaller States, wherever a majority of the 
population demanded it on the grounds of racial, historic, 
social and economic differences. This seemed at first sight 
to aim at weakening the Reich, but in reality it was aimed 
at the Free States, particularly at Prussia, which Preuss 
hoped to see divided up into a number of smaller States. 
It is interesting in this connection to note that, contrary to 
Preuss’s expectations, it was the South German States, 
particularly Bavaria, and not Prussia, that since the 
Revolution have been the first to threaten a return to the 
old régime. In this respect Preuss showed his academic 
training and his failure to see economic realities. The 
Majority Socialist members of the National Assembly had 
a much better understanding of the situation when they 
opposed Preuss’s plan to split up Prussia. For they held 
that. Prussia had become the industrial centre of Germany, 
and that the agrarian reaction would be able only to find 
a foothold again in the, as yet, weakly industrialised State 
of South Germany. The idea of the hegemony of an 
industrial Prussia was thus not an intrinsic danger. It 
was the hegemony of the agrarian Junker class in Prussia 
that was a bar to progress. 

The other draft was prepared by a committee of the 
Coalition Cabinet and consisted of members of the Majority 
Socialist, Zentrum and Democratic parties. The Govern- 
ment draft granted quantitatively as many powers to the 
Central Government as Dr. Preuss did, but on the other 
hand it qualitatively decreased them. The Free States 
were to be allowed to retain many powers not provided 
for by Preuss, such as the right to make agreements with 
foreign Powers, of course under the control of the Reich, 
while the public services, such as the railways, were only 
to be centralised by special agreement with the Free 
States. Thus the fears of the Majority Socialists, who 
wanted to see a strong Prussia, because the latter was 
industrial and progressive, were met. Nevertheless, the 
National Assembly finally agreed upon a compromise, 
which favoured Preuss’s centralisation but dropped his 
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plan to partition Prussia. A crumb was thrown to the 
parties of the Right and to the Particularists of South 
Germany by the creation of a Reichsrat or Council of 
delegates, appointed by the Government of each Free 
State, which was to have a limited veto over all measures 
passed by the Reichstag. The Majority Socialists carried 
their point about a united Prussia and secured a unified 
code of Labour laws, social legislation, a centralised rail- 
way, postal and financial system. Thus the Weimar 
Constitution came into existence. Its most important 
achievement was the fact that it put an end (on paper at 
least) to the rights of the States to legislate on matters of 
general welfare, and thereby to prevent the industrial 
development of the whole country by Particularist 
restrictions. Under the Empire it was possible for rela- 
tions between the States and the Reich to be regulated by 
agreement, negotiated by the inter-State diplomatic 
machinery. Under the Weimar Constitution this is 
impossible, for the last word in legislation now rests with 
the Reichstag, elected by adult suffrage and by propor- 
tional representation. 

On the other hand the authority of the central Parlia- 
ment is checked in a number of ways. Thus, at the head 
of the State is the President, elected for seven years by the 
votes of all persons over thirty-five years of age. Very 
large powers are put into his hands; he has direct com- 
mand over the army and police, he appoints the Ministers, 
the officials of the civil and diplomatic services, he can 
temporarily suspend the liberties of citizens by depriving 
them of the ordinary Courts and by setting up special 
tribunals of his own appointment, when he considers the 
State in danger ; he can also refer any law passed by the 
Reichstag to a plebiscite. On the other hand his decrees 
must be countersigned by a Minister, and the Reichstag 
can annul them if it thinks fit, and can in the last resort 
order a plebiscite to secure the removal of an unpopular 
President. 

Further restriction of the power of the Legislative 
Assembly is brought about by the existence of the Reichs- 
rat, which, as shown above, is created in order to satisfy 
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the Particularist interests of the States. The Reichsrat 
can postpone the legislation of the Reichstag by the use 
of a limited veto. If the Reichstag and Reichsrat can- 
not agree upon the disputed point, the President can 
order a plebiscite. If the President does not make use of 
this right, the law cannot come into force unless the 
Reichstag passes it by a two-thirds majority. In that case 
it becomes law, unless the President, within three months, 
refers it to a plebiscite. The Reichsrat can initiate legisla- 
tion, but cannot pass anything without the consent of the 
Reichstag. 

The powers of the President of the indirectly-elected 
Reichsrat and of the whole apparatus of the Executive, 
which shelters behind them, are thus considerable. This 
natural characteristic of the capitalist democratic State to 
separate legislature from executive and to keep the latter, 
as far as possible, a close preserve for the nominees of 
powerful economic interests, thus finds a place in the 
Weimar Constitution. On the other hand it is equally 
true that no Constitution, other than that of a Soviet 
Republic, has gone so far as this one in weighting the 
scales in favour of the Legislature. Thus in one article of 
the Weimar Constitution it is provided that one-fifth of 
the members of the Reichstag can secure the appointment 
of a commission to inquire into and publicly report on 
every aspect and corner of the civil, military and diplo- 
matic services. This is certainly a step which no other 
non-Socialist country but Germany has taken. 

The sore spot in the body of the new Germany, as it 
was of the old, is the judicial system. That system, reared 
in the atmosphere of East Elbian Junkerdom and existing 
for the purpose of maintaining their ascendency and that 
of the Hohenzollerns, remains almost intact to this day. 
The Revolution has failed here more signally than any- 
where else to cleanse this Augean stables. The only dif- 
ference is that the officers of the law, Monarchist in sym- 
pathy, serve in practice just as readily the interests of the 
new rulers of Germany, the trusts, that have arisen since 
the war. It is true the Weimar Constitution solemnly 
declares in article 102 that ‘‘ the judges shall be indepen- 
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dent and only subject to the law,” and the explanatory 
note to this article says: ‘The subjection to the law 
means the independence of the law officer from influences 
of the legislature and executive, that is, of his superiors, 
who employ him ; to reject such influence is not only his 
right but his duty.” These words of the Weimar Consti- 
tution, honestly Utopian as they are in their inception, 
are interpreted by the Justice Shallows of modern Ger- 
many to mean that they can flout public opinion, ex- 
pressed in Parliament and throughout the land, and 
administer the law as it pleases them—in Prussia in the 
interests of the big business kings, in Bavaria in the 
interests of the East Elbian militarist feudal reaction, 
which has migrated there. Their ‘“‘ independence ”’ is all 
the more secure through article 104 of the Weimar Con- 
stitution, which provides that ‘‘ judges are appointed for 
life and cannot be dismissed against their will, except by 
judicial decision (“‘richterischer Entscheidung’’), and 
then only on grounds determined by the law. It is not 
necessary to go into the details of the scandals which have 
disgraced German justice since the Revolution, and by the 
side of which the miscarriages of justice in Hohenzollern 
Germany were mere trifling incidents. It is sufficient to 
say that any breach of the law by a workman in Germany 
is punished with the utmost rigour, while well-to-do 
offenders, especially officers and higher members of the 
executive, either go free or escape with ridiculous sen- 
tences. It is no exaggeration to say that sentence against 
a secret police officer, who murders a Labour leader who 
has made himself troublesome to the authorities, is an 
' impossibility in Germany to-day. For such a man a medal 
is the more probable award for him than a prison coat. 
The Weimar Constitution contains a number of 
articles which are intended to lay down the principles for 
the mutual economic relations of citizens towards each 
other. Here, again, the language used, though ambiguous, 
bears marks of a new spirit which prevailed immediately 
after the Revolution. Thus, “* property rights are guaran- 
teed by the Constitution,” but ‘“ the degree of freedom of 
trade and industry shall be subject to revision by law.” 
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Again, “ inheritance rights are granted in accordance with 
public law,” but ‘‘ the economic life of the country must 
reconcile justice with human conditions of existence.” 
Further, “‘ expropriation can only take place in the public 
interest and along legal channels ; it must be accompanied 
by compensation, so far as the law does not decide to the 
contrary.” * Here the influence of Socialist ideas are very 
strongly discernible, and they have left their mark on the 
Constitution in such a way that there is some reason to 
believe that, under its provisions, Germany might con- 
ceivably become a co-operative commonwealth. I say 
might, because this, of course, depends on whether those 
who suffer by the change would, in the long run, tolerate 
a Constitution, even one made by themselves, which per- 
mitted this development. 

Again, in article 156, the Government of the Reich and 
the Reichstag can order the amalgamation, under State 
control, of undertakings of a public character. These 
powers have already been made use of to create the State 
Coal Syndicate (Reichskohlenrat), the State Iron Union 
(Reichseisenverband), and the State Potash Syndicate 
(Reichskalirat). These bodies, on which sit representa- 
tives of the State, employers, employed, and consumers, 
nominally at least exercise control over export, fix prices, 
and determine production in their branch of industry. 
Again, under article 165, the very important State 
Economic Council (Reichswirtschaftsrat), on which also 
representatives of the State, employers, employed, con- 
sumers and co-operatives sit, was founded in 1919. The 
body is an economic Parliament, with consultative powers 
in matters of legislation. It has a right to be consulted by 
the Government and the Reichstag in all economic matters. 
Bills dealing with these matters must be laid before it, and 
it has the right to advise, and even to propose, legislation 
to the Reichstag. All this marks an important step, which 
has been taken under the Weimar Constitution, in the 
direction of bringing industry under State control. But 
those who may imagine that by this in Germany, under 
present conditions, an advance towards Socialism has 


* Italics mine. 
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been taken are mistaken. It is, of course, a step in the 
direction of State capitalism, but one in which the 
industrial departments of the State are entirely in the 
hands of the big captains of industry. For the State 
Economie Council, the State Coal and other syndicates, 
are not popularly-elected bodies, but are arbitrarily put 
together in such a way that the employing class, through 
its hold on its nominees in the State departments, always 
has a majority, while the representatives of labour, by 
their lack of unity and of technical knowledge, are, in 
practice, always out-manceuvred. Thus this form of State 
capitalism is the antithesis to that which exists in Russia, 
even under the new economic policy, where the State 
machine is in the hand of commissariats directly respon- 
sible to Councils of Workers. The best proof of this is the 
continued attempts of the Allied Governments, and repre- 
sentatives of the bondholders and of former concessionnaires 
in Russia, to force on the Soviet Government conditions 
which would make the State capitalism of Russia indepen- 
dent of the Soviets and subordinate to semi-official and 
semi-public bodies, which are really controlled by the 
banks and the trust magnates, as in Germany. 

Nevertheless it cannot be gainsaid that in Germany, 
under the Weimar Constitution, a real control of the 
economic life of the country in the interests of the pro- 
ducers and consumers is theoretically possible, provided 
that the Reichstag had a Socialist majority, and provided 
that that majority was sufficiently strong and determined 
to force its will on the executive and judicial system. But 
this last act would be equivalent to a revolution, for the 
big banks and trusts would not give up their hold on the 
executive and judicial system without a life-and-death 
struggle. Again, therefore, it is not so much a question 
of the balance of political parties in Parliament, but 
of the relative industrial strength of classes and of their 
capacity to occupy and control the machinery of the 
State. 

But the Weimar Constitution provides for a form of 
Labour representation hitherto unknown outside Russia. 
Does this in any: way counterbalance the power of capi- 
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talism over the new German State ? Under pressure of 
the general strike movement in Germany, in March, 1919, 
the National Assembly inserted in article 165 of the 
Constitution a sentence giving the hand and head workers 
the right to combine for common interests on the basis of 
industrial and factory councils. Details about the applica- 
tion of this principle were, a year later, laid down by the 
Factory Councils Law (Betriebsrategesetz). The spirit, 
however, of this law, passed in 1920, at a time when the 
middle-class parties of the Coalition felt safe once more, 
differs considerably from that of article 165 of the Weimar 
Constitution. Thus, under the latter it was laid down 
that ‘employers and employed shall co-operate on terms 
of equality on matters concerning wages and conditions of 
labour.” But the Factory Councils Law speaks only in 
section 66 of the “support by advice to the Workers’ 
Councils for the management.” The Constitution speaks 
of “co-operation of employers and employed ” for the 
purpose of developing industry, while the law speaks of 
‘the assistance of the Workers’ Councils for maintaining 
a high degree of efficiency in industry.” And in actual 
practice the Factory Councils Law is so hedged about by 
restrictions that it is now little more than a series of 
regulations, designed to give the workers’ representatives 
the impression that they are partaking in the management 
of industry, while at the same time withholding from them 
any real insight into that management. 

Thus the Workers’ Council has the right to see the 
balance sheet of the firm, but the employers are not bound 
to show the materials from which that balance sheet is 
put together. The Workers’ Council has the right to be 
consulted on matters concerning appointment and dis- 
missal of workmen, when dismissal is made for (1) political 
reasons, (2) without reason, (3) because workmen object 
to change from one job to another for which they consider 
they are not suitable, (4) because the employers wish to 
economise on labour. On the other hand the representa- 
tives of the Workers’ Council, who sit on the board of 
management of all factories employing over twenty 
workers, may not communicate any of the information 
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which the owners may consider to be confidential to the 
members of the Council (section 70). 

Nevertheless, the Factory Councils Law has given the 
German hand and head workers an excellent opportunity 
to organise on the basis of industry and factory, and great 
progress has been made in this direction—much more than 
in any other country of Western Europe. The Workers’ 
Councils are in close touch with the trade unions, and in 
most cases represent the trade unions in the factories. In 
September, 1920, the first Workers’ Councils’ Congress 
under the law was held. On the other hand the employers 
have been careful to get section 50 inserted into the law, 
whereby conferences of local Workers’ Councils can only 
take place among factory workers of the same branch of 
industry. This effectively blocks all attempts to organise 
locally a general industrial movement, based on the 
factory. 

Can we say then, after reviewing these facts, that the 
Weimar Constitution, and the laws which have arisen from 
it, can be used by German Labour to bring into existence 
a Socialist form of society ? That entirely depends on the 
relative strength and consciousness of classes opposed to 
and favouring this ideal. Thus a Socialist majority in the 
Reichstag that really meant business and was backed by 
the industrial forces of the trade unions and of the Workers’ 
Councils could undoubtedly use the Weimar Constitution 
as a stepping-stone in its path to the Socialist Common- 
wealth. Whether this development would take place 
peacefully would depend entirely upon the behaviour of 
that class now controlling the executive and judicial 
system behind the scenes. And judging by the way in 
which they have entrenched themselves in these services 
and used them openly and secretly for their own purposes, 
it is hardly likely that they would take a beating at the 
polls lying down. Further, there is the deadweight of the 
Reichsrat and of the President’s limited veto. Thus I do 
not believe that the Weimar Constitution will provide a 
short cut to Socialism through the pleasant bye-ways of 
Parliamentary evolution. The real way is much more 
thorny. But, being the product of a year following the 
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fall of the Junker-Middle Class coalition of Hohenzollern 
Germany, and being the product of a time when the Ger- 
man bourgeoisie was still uncertain of its power, it has many 
features exceedingly favourable to German Labour. In 
any case it is a weapon which can be much more effectively 
used by Labour than the tradition-ridden monarchical 
constitutions of other Western European States, particu- 
larly of England. 


PART II 
THE NEW POWERS IN GERMANY 


CHAPTER V 


THE COAL AND STEEL KINGS OF GERMANY 


Ir is not the corn of the Prussian Junkers that weight 
the political scales at the Wilhelmstrasse to-day, but the 
coal of the Miilheim magnate and the electric cables of 
Oberschéneweide.* If, therefore, we are to learn any- 
thing about the forces that are at work behind the scenes 
in Germany, we must begin by studying the development 
that has taken place since the war in the great industrial 
concerns of the country. This study is intricate and some- 
what tedious, but it is none the less essential for an under- 
standing of the forces in Germany to-day, and only then 
do all the slogans of German political life begin to have 
any meaning. 

Up to the war German raw material and finishing indus- 
tries were in the hands of a large number of concerns, 
which maintained independent existences. The names of 
Stinnes, Thyssen, Kirdorf, Kléckner, Haniel, Mannesmann, 
Stumm, and others stood at the head of the most important 
coal and iron mining, smelting and steel rolling companies ; 
those of Siemens, Rathenau and Erhardt of those for 
general and electrical engineering. The capital of no one 
of these concerns was much over 200 million marks at 
this time, and was in most cases much less. Owing to the 
increasing competition for markets a tendency had arisen 
at the end of the nineties of last century to form syndicates 
or “ kartels ” for the regulation of prices and the sharing 
of orders in each branch of industry. Thus the Rheinisch- 
Westfalische Kohlensyndikat and the Steel Union came 
into existence, and means were thereby devised for broaden- 
ing the basis of production, avoiding cut-throat competi- 
tion, sharing markets and spheres of influence, and for 

* The suburb of Berlin, where the great A.E.G. works are situated. 
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thereby preserving the independence of individual con- 
cerns. But already by the beginning of the century a new 
development began to appear in the form of the “‘ mixed 
business.” The “horizontal kartel,’”’ embracing only 
one branch of industry, began to give place to industrial 
group organisations, which had interest not only in coal 
mining but also in steel rolling or in general engineering. 
The vertical trust, dealing in everything from the raw 
material to the finished article, began to break down the 
‘horizontal kartel.”’ 

The period of industrial organisation, in which the 
‘horizontal kartel’”’ predominated in pre-war Germany, 
was largely the work of the great banks. Finance capital 
at that time dominated industry. The economic develop- 
ment of the world was proceeding comparatively peace- 
fully, surplus values were flowing readily to the colonial 
areas and coming back regularly in the form of conces- 
sions. There was, in spite of armaments, confidence that 
international engagements would be kept, and so credit 
played a large réle in industry, and banking institutions 
stood behind most big enterprises. Bank directors sat on 
the boards of industrial concerns and had a large say in 
policy. Through their influence on Ministers and on 
Government departments, the banks had an important 
influence over foreign policy, and were largely behind the 
** Drang nach Osten.” 

The advent of the war changed all this. The enormous 
Government orders for materials secured an unlimited, if 
fictitious, market for the operations of industrial capital. 
It was no longer necessary to hunt for outlets for surplus 
values or to share spheres of influence. The artificial boom 
enabled the industrial concerns to free themselves from the 
banks ; all the more so as the rapid inflation of currency 
made the paying off of mortgages, originally taken up in 
gold, a comparatively easy transaction. Thus the horizon- 
tal kartel largely lost its raison d’ étre. On the other hand, 
the growing scarcity of raw materials put increasing power 
in the hands of the coal and iron magnates, who were soon 
able to dictate terms to the finishing industries. It then 
frequently happened that the horizontal kartel in one 
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branch of industry began to dominate over that of another 
till it finally swallowed it and became vertical. 

The process of vertical trust building was held some- 
what in check by the State control of prices and other 
measures of “ war socialism.” But the speed with which 
the heavy industries after the war secured the liquidation 
of “ zwangswirtschaft ” showed how intent they were on 
removing the last barrier to the uncontrolled development 
of the vertical trust. And with the defeat of the move- 
ment for socialisation in 1919 their success was made 
doubly secure. The Revolutionary Government of 
November, 1918, had it consisted of people who under- 
stood how to use their opportunities and who felt the need 
of the moment, would have set to work to convert the 
horizontal kartels, and other creations of war socialism, 
into State trusts, in which the unearned increment 
accrued to the producing and consuming public. On this 
period of German history, the non-Socialist economist, Dr. 
Felix Pinner, has written in the Berliner Tageblatt : ‘‘ Dur- 
ing 1919 the whole public life of Germany was dominated 
by one idea—the socialisation of key industries. If these 
demands were not realised, the cause lies not only in the 
resistance of the employers but of the leaders of the 
Social Democracy, who showed themselves unwilling to 
take any steps in this direction.”’ For, having let the 
golden opportunity go by, the leaders of the German 
social democracy are, more than any one else, responsible 
for the industrial developments in Germany since 1919, 
with all their fateful consequences for German Labour. 

Thus the vertical trust under private control became 
the most important factor in German industry from 1919 
onwards. It was not really an advance on the horizontal 
kartel from a social-economic standpoint, nor even from 
the standpoint of technique and efficiency. The latter did 
at least indicate a certain technical progress, and might be 
regarded as the forerunners of collectivist economy. The 
vertical trusts, however, have no such advantage. Their 
purpose is mainly to provide organisations for capitalism, 
which shall have the masses completely at their mercy, 


and, by concentration, shall be able to grip the apparatus 
P 2 
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of the State by the throat. By interlocking key with 
finishing industries they make it more difficult for any 
political power in the land to bring them under public 
control, while they are at liberty to restrict production 
and force up prices at will. 

During 1920 and 1921 it has been possible to observe 
the development in Germany of two gigantic vertical 
trusts. Formed out of the original units of the horizontal 
kartels, they now overshadow all other industrial 
concerns. They are engaged in a silent but bitter contest 
with each other for hegemony in Germany. They have 
secured allies in mutually competing industrial and finan- 
cial groups in former enemy countries. On occasions, 
however, they work together, when joint action is neces- 
sary to protect themselves from the demands of German 
Labour and the consuming public. 

In order to see the power which these two trusts have 
over the public life of Germany, it is necessary to study 
their ramifications in the industrial and banking world. 
Let us take the much-advertised Rhine-Elbe Union, at the 
head of which is Herr Stinnes, first. The parent firm of 
this union is the Deutsch Luxemburg A.G., which had 
already become a vertical trust by 1921, with a capital of 
260 million marks. Its properties included twelve col- 
lieries in the Ruhr, with coking and bye-products plants, 
five smelting furnaces, one steel rolling mill, iron mines in 
Siegerland-Westfalia, Neuwied, and Oberfranken, the ship- 
building yard “ Nordseehaven ”’ (Bremen), the iron-ware 
trading company, J. Schock & Co. (Zurich), and the 
engineering firm, Wilhelm Heinrich (Dusseldorf). Until 
the Armistice the firm owned large iron-mining properties 
in Lorraine and Luxemburg—“ Eisenstein Bergwerke 
Empel,” “ Lothringer Minnette Konzern,” ‘“ Saar and 
Mosel Bergwerke A.G.” (Karlingen), and the ‘ Differ- 
dinger Eisen and Kohle A.G.”’ After the Armistice these 
properties were taken over by a French banking and 
industrial group called the ‘‘ Société des Hautes Furneaux 
et Aciéres de Differding.” The latter paid the Deutsch 
Luxemburg a large sum in cash and agreed to supply it 
for ten years with 300,000 tons of iron ore annually. In 
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1919 the Deutsch Luxemburg also received a large sub- 
sidy from the German Government, as recompense for 
mines expropriated under the Armistice, on condition that 
the money was used for raising coal production in the 
Ruhr. Thus the Deutsch Luxemburg came out of the 
war well supplied with cash not only from the Fatherland, 
but from the Fatherland’s enemies. On its board now sits 
Stinnes, Kirdorf (representing Gelsingkirchen Verein, see 
below), Karl von Siemens (representing Siemens, Schuc- 
kert, see below), G. von Simson (Bank fiir Handel & 
Industrie), Karl von Deichmann (Dresdner Bank), Arthur 
Salomonsohn (Disconto Gesellschaft), and Herr Urbig 
(private banks). From all these banks the Deutsch 
Luxemburg had borrowed money in times past, but had, 
for the most part, during the war paid off its debts. The 
bank directors sit now on the board as an ornament of 
respectability. 

In 1920 the Deutsch Luxemburg concluded an agree- 
ment with the Gelsingkirchen Bergwerke A.G. for a mutual 
exchange of share capital and of seats on each other’s 
directorates. The latter firm, with a capital of 318 million 
marks in 1921, owns thirty-five coal pits in the Ruhr, and 
formerly owned iron properties in the Urals, Luxemburg 
and Lorraine. In Luxemburg these included ‘“‘ Adolf Emil 
Hiitte,”’ ‘‘ Hochofen Esch and Gruben,”’ and the ‘‘ Aache- 
ner Hiittenverein ’’; in Lorraine, the ‘“‘Hochofen Oth,” 
with iron mines. After the armistice the Luxemburg 
properties were taken over by the French and Belgian 
banking and industrial group, ‘‘ Société Metallurgique de 
Terres Rouge.’ The Gelsingkirchen firm received 55 
million francs in cash, 40 million francs in 5 per cent. 
Belgian State Bonds, and an annuity of two million franes 
for thirty years. The Lorraine properties were taken over 
by the ‘‘ Société Miniers de Terre Rouge,” which paid 
20 million francs down in cash. Thus here, again, the 
German firm got away with a large sum of French money, 
which has remained in banks in neutral countries and has 
returned to Germany as non-German capital. On the 
board of directors of the Gelsingkircher A.G. are Emil and 
Adolf Kirdorf (original owners), Hugo Stinnes, Arthur 
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Salomonsohn (Discontobank), G. von Simson (Bank fiir 
Handel and Industrie), Emil Oppenheim (Reichsbank). 
Bank debts have been mostly paid off since the war. 

The third pillar of the Rhine-Elbe vertical trust is the 
‘‘Bochumer Verein fiir Bergbau and Gusstahlfabrika- 
tion.” It had a capital, in 1921, of 70 million marks, 
ninety-five engineering shops, five blast furnaces, ten steel 
roller mills, two steam hammer plants, and iron mining 
properties in Spain and Sweden (“ Natrop’’). The 
Armistice left this company’s iron properties intact. 
The Berliner Handelsgesellschaft, the Deutsche, Dresdner 
and Disconto banks, Schaffhausen Bankverein and Deich- 
mann’s Bank have all lent money to the concern in the past 
and are represented on the board. 

In November, 1920, the above-mentioned three iron and 
coal mining, smelting and steel rolling concerns moved 
one step further up the vertical ladder by acquiring, by 
agreement for exchange of share capital and interlocked 
directorates, the great electrical engineering concern 
Siemens-Schuckardt (Berlin) and Siemens-Halske (Niirn- 
berg). Formerly connected by a “horizontal kartel ” 
with its present rival, the A.E.G., these two concerns had 
broken away some years before and now entered the 
vertical trust, which became known henceforth as the 
Rhine-Siemens-Schuckardt-Elbe Union. This union ex- 
tended, during 1921, still further into the region of the 
finished industries. It acquired large forests in East 
Prussia, the Konigsberger Celluloid A.G., and sixty-eight 
daily newspapers to impress its industrial policy on the 
Government. In the sea-carrying trade it was less success- 
ful, for after getting a foothold in the Hamburg-Amerika 
Line, it was forced out by the joint efforts of the original 
holders and the Harriman interests in America. It 
acquired, however, the shipbuilding yards “‘ Artus ” and 
‘* Poseidon ’’ on the Baltic, and founded its own “‘ Hugo 
Stinnes Line ” to South America. Further, it got a foot- 
hold in the great international combine, which has 
extracted from the Bavarian. Government, since the 
collapse of the Munich Soviets, the sole right to exploit the 
water power of the Walchersee and Mitteliser. In this 
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““ Bayerische Wasserkraftwerke ’? German (Rhine-Elbe), 
Swiss (Zuricher National Bank), French (Paris Pierpont 
Morgan), and American (New York Pierpont Morgan) 
capital is invested. 

The Rhine-Elbe Union had, in 1921, an officially stated 
capital of 615 million marks, but the real figure was much 
nearer one milliard marks. It has so strengthened its 
position since 1921 that, in spite of Versailles, it has on a 
small scale even been able to embark again on the road 
of economic Imperialism. I have already noted that it 
has acquired a large block of French money values on the 
liquidation of its Lorraine and Luxemburg properties. 
Previous to the defeat of the German Army, however, 
Stinnes, who had knowledge of the coming defeat already 
in the late summer of 1918, through his close connection 
with the German General Staff, succeeded in getting a 
large block of his capital into Holland, where he founded 
the Promontana A.G., a bank registered as a Dutch 
company and doing business for him there under cover 
of a neutral flag. The money of the Promontana A.G., 
reinvested in Germany, comes in as ‘“‘ Dutch”’ capital. 
Another part of Stinnes’ capital, invested after the 
Armistice in neutral lands, goes to exploit other “ colonial 
areas’ besides Germany, viz., Austria and Tschecko- 
Slovakia. Through the Italian-Austrian-Jewish financier, 
Castiglione (an arch-Ententist during the war), the Rhine- 
Elbe Union, in 1921, acquired control of the greatest iron 
mining concern in South-East Europe, the Alpino-Montana 
A.G. in Austria, where labour was even cheaper than in 
Germany, and Stinnes is thus able to compensate himself 
for loss in Lorraine and Luxemburg with the French cash 
which he received there. In order to avoid difficulties with 
Schneider-Creusot and other French concerns and banks, 
competing with him in South-East Europe, he arranged 
that capital of the Rhine-Elbe Union should operate in 
Austria as “ Austrian ”’ capital, whereby it escaped the 
restriction and disabilities of the sanctions. In Tschecko- 
Slovakia also it acquired the Witkowitz (Ostrau) coal 
mines, with an annual output of one million tons of coal, 
and operates here as ‘‘ Tschecko-Slovak ” capital. 
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Again, in Hungary the Rhine-Elbe Union has founded, 
along with an English banking group, the Anglo-Hungarian 
Bank, which is financing the Budapest Harbour Company. 
Up till 1928 it had to meet the vigorous opposition of the 
powerful French industrial group, Schneider-Creusot, 
which has always fought against the idea of a Franco- 
German industrial co-operation in the West. But in 
May of this year the French trust, while apparently main- 
taining its old policy in the West, showed signs of approach- 
ing the big German trust in the East. In this month the 
Rhine-Elbe Union acquired the Kattowitz Bergbau A.G. 
and the Bismarkhuette, in Upper Silesia. Up till this 
time Upper Silesia had always been a closed field for the 
Rhine-Elbe Union. But the threatened liquidation of 
German concerns in the part of Upper Silesia given to 
Poland under the decision of the League of Nations caused 
the smaller independent German companies there to seek 
amalgamations with the larger German trusts. And the 
Rhine-Elbe Union, in order to escape the danger of the 
liquidation of its Upper Silesian properties, entered upon a 
big international deal, which brought it into touch with 
French capital in Schneider-Creusot. Immediately after 
the Union had acquired the majority of the shares in these 
Upper Silesia concerns and had thereby broadened its 
basis in coal and coke (Kattowitzer Bergbau A.G.) and in 
the finishing metal industry (Bismarkhuette), it resold 
them to the Alpino-Montana A.G., which was then recon- 
structed as follows. One third of the shares were taken 
up by the Rhine-Elbe Union, one third by the financier 
Castiglioni, and one third by the ‘‘ Nieder-oesterreicher 
Escompte Bank.” The latter bank is owned by the 
““Union Industrielle et Financiere’ in Paris, which is 
controlled by Schneider-Creusot. 

Besides these two instances, where the Rhine-Elbe Union 
has got into touch with international banking capital— 
the Anglo-Hungarian Bank and Castiglioni,—it acquired in 
November, 1922, after discreet and secret buying, one 
third of the shares in the “ Berliner Handelsgesellschaft.”’ 
This bankis, strictly speaking, a German bank, but through 
its participations in many of the undertakings of the 
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A.E.G. and having Felix Deutsch on its board, it had 
access to many of the international connections of the 
A.E.G. Much speculation has been rife as to the inten- 
tions of Stinnes in acquiring these banking shares, for it 
was the first occasion on which the two competing trusts 
in Germany seemed to approach one another and find a 
point of contact. The probable reason of this move on the 
part of the Rhine-Elbe Union was the fear of isolation in 
the event of mark stabilisation in Germany, which, as I 
show elsewhere, would lead to serious consequences for a 
heavy industry trust, unless it had access to international 
banking capital. 

Nevertheless, the Rhine-Elbe Union remains, in the 
main, a vertical trust, whose strength is built up on coal, 
iron, and the raw materials of the finishing industry. Its 
banking and finishing processes are still subsidiary to its 
principal business, the sale of coal and iron, half-manu- 
factured iron products, and the acquiring of a decisive 
influence on the world markets. But since the Versailles 
Treaty and the forced coal deliveries under the Spa Agree- 
ment, it has been compelled to play second fiddle to the 
French coal and coke interests. Hence the strong anti- 
French propaganda carried on by the newspapers con- 
trolled’ by Herr Stinnes. But this propaganda is only a 
means whereby the Rhine-Elbe Union hopes to come to an 
agreement with the Lorraine iron and steel trusts on the 
basis of an exchange of iron and coke. It aims thereby 
at securing a big Franco-German coal and steel trust, 
which the Rhine-Elbe Union and the Wendel group in 
Lorraine would lead. The fight of the Stinnes newspapers 
is therefore only a sham fight. The Rhine-Elbe Union is 
not really interested in a fight to a finish with France, for 
behind the scenes it has been trying to influence the 
** Reichsverband der deutschen Industrie,” the political 
organisation of all the German industries, in the sense 
that anti-French propaganda, and the inflation of the 
German currency, are the best instruments for attaining 
the Franco-German coal and steel combine. 

There has always been two opinions about this in the 
ranks of the ‘“‘ Reichsverband der deutschen Industrie,” 
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since its foundation in April, 1919. One of them repre- 
sented more the interests of the heavy, and the other of 
the finished, industries. Before the war, when there were 
two different political organs of the German industries, 
the Zentralverband der deutschen Industrieller and the Bund 
deutschen Industrieller, the difference was even more 
marked. The former at that time represented the heavy 
industries and advocated a high protective tariff against 
foreign coal and iron products, while the latter represented 
the finishing industries and advocated cheap raw material 
and, hence, free trade. The same conflict of interest has 
appeared since the war in another form. For the mani- 
pulation of exchanges has taken the place of the raising of 
tariff walls, because, after all, a low exchange is one of 
the most effective means of counteracting foreign com- 
petition. The heavy industry trusts, like the Rhine-Elbe 
Union, in Germany to-day are in a position to make large 
profits on the export of coal and of half-finished iron pro- 
ducts by the simple process of forcing down the value of 
the mark. On the other hand, the German finishing indus- 
tries, who have not got the same sources of raw material 
as the heavies, are interested now in a relatively stable 
currency, just as they were interested in low tariffs before 
the war, because they have to buy some important raw 
materials from abroad. The struggle therefore, which 
before the war was fought out between the two separate 
industrial organs, has since 1919 been fought out within 
the ranks of the ‘“ Reichsverband der deutschen Indus- 
trie,” which came into existence as the result of the war- 
shortage of raw materials and symbolised the coming into 
predominance of the heavy industries. But, since the 
international connections of German capitalism have been 
re-established and immensely extended after the war, the 
finishing industries have begun to increase their influence 
in the “ Reichsverband der deutschen Industrie,” and 
may, in the event of currency stabilisation, become, along 
with the banks, the most powerful of the interests repre- 
sented there. Hence the importance of studying the 
growth of the other vertical trust, which is the opponent 
of the Rhine-Elbe Union. 
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During the war, and immediately following it, the 
finishing industries were by way of being swallowed up by 
the heavies during the initial stages of the vertical trust 
formations. Stinnes particularly had at this time begun 
to corner coal and iron. But since 1921 the finishing indus- 
tries have been slowly emancipating themselves from the 
monopoly of the heavies. And they have done so largely 
by extending their operations into the field of the raw 
material industry. One of the most powerful industrial 
federations in Europe to-day is that of which the A.E.G., 
Friedrich Krupp (Essen), and Otto Wolff (Cologne) are the 
centre. These three concerns have now acquired large 
coal and iron properties in Germany, or extended what 
they already have, and, in addition, have acquired impor- 
tant international banking connections. Their main 
interest is still the sale of finished metal wares, and hence 
the success of their operations is dependent less on the 
falling mark than on high technical efficiency, less on a 
Franco-German coal and steel combine than on capitalist 
reconstruction with the aid of international banking 
capital. Let us trace the growth and ramifications of the 
three heads of this industrial federation, beginning with 
the A.E.G. This great electrical firm was originally a 
partner in a “ horizontal kartel,” together with its present 
rival in the Rhine-Elbe Union—the Siemens-Schuckert 
firm. It is remarkable that the centre of this vertical 
trust, after the horizontal period passed, should have been 
not a raw material concern, as in the case of the Rhine- 
Elbe Union, but a finishing industry—the A.E.G. This 
made the transference slow and difficult. True, the highly 
efficient. technique of the A.E.G. predestined it to become 
the centre of the new capital concentration, but the mere 
fact that it had at first no independent access to raw 
material delivered it over for some years, bound hand and 
foot, to Stinnes, who had founded his power not so much 
on industrial efficiency as on coal and iron monopoly. 
And when the latter swallowed Siemens-Schuckert, and 
so acquired an outlet in the finishing industry, many 
people thought that the hour of the A.E.G. had struck. 
During this crisis in the fortunes of the A.E.G. (1920) the 
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nominal head of the firm, Dr. Walter Rathenau, used the 
popularity of the socialisation idea in the revolutionary 
years 1918-1919 to propagate the idea of self-government 
in industry—the so-called “ planwirtschaft.” It is signi- 
ficant that the propaganda among intellectual circles in 
Germany at this time coincided with the crisis in the 
A.E.G., and with its threatened subjection to the coal 
king of Milheim. 

Salvation came, however, at the end of 1920 and, indeed, 
largely through the aid of non-German capital. It was 
fortunate for the A.E.G. that its general manager, Felix 
Deutsch, was son-in-law of one of the Kuhns of the New 
York banking house, Kuhn Loeb. Through this personal 
union the A.E.G. secured a credit of 25 million marks in 
America for the import of necessary raw materials, inde- 
pendent of Stinnes. For this service the creditors were 
given 25 million marks of shares in the A.E.G. These 
were, according to a report at the time in the Leipsiger 
Neueste Nachricten, taken up by the American Steel 
Engineering and Automobile Products Co. (Boston), 
arrangements being made that the Hamburg banker, 
Warburg, should represent the American interests on the 
board. 

During 1921 the A.E.G, extended its influence over a 
number of smaller German concerns, which had not only 
raw material resources within Germany but also important 
foreign (mostly French and Belgian) connections, so that 
by the end of that year it was free from any danger of being 
swallowed by the Rhine-Elbe Union. It proceeded then 
by the same methods as the latter. It made purchase 
and sale agreements with other concerns, exchanged shares, 
interlocked directorates, till at last it could claim to be 
regarded as a vertical trust of over one milliard marks 
capital, with much wider international connections than 
the Rhine-Elbe and with much greater technical resources 
at its disposal. 

The ramifications of the A.E.G. began with the acquisi- 
tion of the great German railway waggon firm, “ Link 
Hoffman” (Breslau), whereby a process has begun of 
bringing all German locomotive and waggon firms under 
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one control for purchase and sale policy. In 1928 the 
“Link Hoffmann ” acquired the ‘“‘ Oberschlesische Eisen- 
industrie,”” which has in Upper Silesia mines producing 
400,000 tons of iron ore and two million tons of coal 
annually. A further extension in the direction of securing 
raw material bases was made in 1922 with the old-estab- 
lished firm Friedrich Krupp (Essen), which since the war 
has turned over its whole plant for the construction of 
railway material and agricultural machinery. Possessing 
also eleven coal pits, iron mines in Siegerland (Westfalia), 
seventeen smelting furnaces, in various parts of the 
Rhineland, steel-rolling mills (Essen), shipyards (Kiel), 
Krupp is already a vertical trust on a small scale. At the 
end of 1921 Krupp entered into an arrangement with the 
A.E.G. for pooling of orders, for raw material supply, and 
for a common price policy in purchase and sales. This 
connection with Krupps is one of importance to the A.E.G., 
for thereby it has an important outlet in East Europe, 
particularly in Russia. Krupp ‘has acquired a large con- 
cession for farming and supply of agricultural machinery 
from the Soviet Government in the North Caucasus as well 
as an interest in a new finance consortium in London, in 
which the international banking house Kleinwert and the 
Russo-Asiatic Consolidated (Urquhart) are the promoters, 
for the exploitation of mining property in the Urals. This 
was the interest which Stinnes failed to acquire in his 
London journey in November, 1921. Thus the A.E.G. 
has acquired through Krupp a share in a possible mining 
development along with English capital in the event of its 
French liaisons being at some future date broken. 

The French liaisons of the A.E.G. are most important. 
They began with the amalgamation with the great Rhine- 
land mining and engineering concern, Felten Guilleaume 
A.G. The agreement with this firm provided for the 
exchange of 75 million marks shares between the two 
companies (two shares of F.G. valued in 1919 being 
regarded as equal to three of the A.E.G., valued in 1921). 
Now Felten Guilleaume, which possesses large iron and 
cable works at Miilheim, had concluded after the Armistice 
an agreement with a French-Belgian-Luxemburg concern 
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called the “‘ Société Metallurgique de Terre Rouge.”’ This 
company was formed in France after the Armistice to take 
over the iron mines and smelting furnaces of the Thyssen 
concern in Luxemburg. Behind the Société Metallurgique 
de Terre Rouge stands the ‘‘ Arbed,”’ and behind the 
‘“‘ Arbed ” stands the French industrial group Schneider- 
Creusot and the ‘‘ Basin du Nord,” or the Loucheur 
industrial group, which has been formed for the recon- 
struction of the devastated areas and for the development 
of the industry of North France. The agreement between 
the ‘“‘ Société Metallurgique de Terre Rouge ”’ and Felten 
Guilleaume concerns the supply of cables and electric 
machinery for reconstruction work in North France. But 
behind Felten Guilleaume stands the A.E.G. Thus both 
these concerns are really the connecting link between the 
highly efficient electrical technique of Germany and a coal 
and iron production syndicate in France. 

The A.E.G.’s recent expansion into the region of copper 
and of international wireless enterprises is also important. 
It has acquired a controlling interest in the Hirschkupfer 
A.G., which itself is part of a syndicate (capital 430 million 
marks in 1922) embracing the whole of the copper produc- 
tion of the middle German mining field. Through Hirsch- 
kupfer it has acquired a share in Hackethal A.G., the big 
cable works at Hanover (capital 40 million marks). This 
last has a working agreement with Weiler (French Wire- 
less Co., Paris), the English Marconi company, and the 
American Copper Combine. 

But the ramifications of the A.E.G. in search of markets 
and raw materials go still further. In contrast to the 
Rhine-Elbe Union, it shows a strong tendency to work 
together with bank and trading capital. It has now close 
touch with companies engaged in the circulation of the 
products of industry and in the financing of trade exchange 
on an international scale. 

The connections of the A.E.G. with.the international 
money merchants began through trading capital. During 
the last twelve months there has developed in the Rhine- 
land a chameleon-like institution, which belongs to no 
country but seems to be able to operate under every 
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country’s flag. Its name is Otto Wolff A.G., and the men 
behind it are mostly Jewish financiers, which has given 
rise to the idea that, while the Rhine-Elbe Union is a pure 
Teutonic trust, the A.E.G., through its Wolff connections, 
is Semitic. The Rathenau murderers are believed to have 
acted on this assumption. Starting in Cologne as a Ger- 
man-registered company, trading in metal products, the 
managing director of Otto Wolff, Othmar Strauss, set out 
to rope in all the smaller German engineering, mining and 
smelting concerns which had not been swallowed up by 
Stinnes, and which had, through properties in Luxemburg, 
Lorraine and the Rhineland, requisitioned since the war, 
acquired valuable connections with Entente banking 
groups. With this firm the A.E.G. has now concluded an 
agreement whereby the former becomes the latter’s export 
agent for certain lines of goods, and both exchange share 
capital in each other’s concern. Shortly after this Otto 
Wolff acquired the sole agency for the white lead market 
of Brunswick. It then acquired aecontrolling interest in 
the Rheinisch Stahlwerke A.G. (Duisburg), a large iron 
mining and smelting company, independent hitherto of 
the two vertical trusts, by acquiring 160 million marks of 
its capital. Thus, from trading capital, it began to move 
down and to invade the raw material industry. This led 
to a controlling interest in the Phoenix A.G. (capital 275 
millions), which has smelting works and steel rolling mills, 
coal and iron mines, in Rhineland, and a partnership in the 
Karl Lueg mine at Fentsch in Lorraine, now converted 
into a French company and operating under the French 
flag, with the participation of several French banks. Also, 
through the Phoenix A.G., Otto Wolff acquired a share in 
the Gutehoffnungshiitte (Haniel) concern (capital 80 
million marks). Now the Haniel concern own steel works, 
coal mines (Oberhausen, Rellinghausen), iron mines (Hifel 
in Lorraine and Grub Steinberg in Luxemburg), all of 
which are now under control of French banks, but which 
have agreements to supply A.E.G., through Otto Wolff, 
with ores and to take electrical machinery in exchange. 
Also, through Haniel, the A.E.G. gets a share with the 
Hamburg-Amerika Line in the Deutsche Werft (Ham- 
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burg), the most modern shipyard in Germany. Since the 
Armistice the Haniel concern’s interests in the Rhine 
navigation have been taken over by a French company, 
the Société de Navigation du Rhin, but the French have 
left 40 per cent. of the share capital in the Haniel concern, 
and half of this has been taken up by Otto Wolff. Further 
ramifications of the A.E.G., through Otto Wolff, is seen in 
the fact that the Haniel concern has a Dutch branch, called 
‘“* Koniglike Niederlandsche Hoogoven & Staalfabrik ”’ 
(Hague). Through the German Haniel, Otto Wolff has a 
share in the Dutch Haniel and operates there under the 
Dutch flag. Again, after acting as sole agent for some 
branches of production of Krupp (Essen), Otto Wolff has, 
together with this firm and the A.E.G., acquired each a 
third of the shares in the Rheinmetal & Maschinenfabrik 
(Dusseldorf)—one of the largest engineering firms in Ger- 
many, and before the war the most powerful competitor 
of Krupps. During 1922 a powerful chain was thus estab- 
lished, consisting of links connecting Otto Wolff, Haniel 
(Germany), Haniel (Holland), Phoenix, Krupp, Felten 
-Guilleaume, and A.E.G. 

In the first half of 1923 further important developments 
took place. In June the Rheinisch Stahlwerke A.G. raised 
its capital from 160 to 360 million marks. The new 
shares, giving a controlling interest, were taken over by a 
Dutch finance group, William Miiller (Rotterdam). In 
the same month the Phcenix A.G. raised its capital by 
800 million marks. The shares in the Phcenix before this 
were held equally by Otto Wolff, the German Haniel A.G., 
and William Miller. But Mr. William Miller is also the 
Dutch Vickers Company, in which the British Vickers 
Maxim has a controlling interest. Now the new shares in 
Pheenix, giving the control, are taken up by William 
Miller, in other words by a British armament trust. Thus 
Anglo-Dutch capital has formed a new link in the chain 
connecting the A.E.G.-Krupp-Otto Wolff federation with 
the outer world. 

These interlocked concerns are nothing less than a 
gigantic vertical trust, but one which is, for four reasons, 
more adaptable to crises, which will inevitably result from 
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you will monopolise our fuel. Go up to heaven instead.” Expresses 
the view of profiteering held by the impoverished petit bourgeovsve. 
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the stabilisation of the German mark, than the Rhine- 
Elbe Union. Firstly, it extends at several points across 
the national frontiers. It has strong French connections, 
as we have seen, through the now liquidated German 
mining properties in Lorraine, Luxemburg, and the 
Rhineland. But it has also English connections through 
Krupp, Phoenix and Rheinisch Stahlwerke A.G., and con- 
nections with Russian development schemes through the 
Russo-Asiatic Consolidated. Secondly, it has within Ger- 
many, after getting rid of initial difficulties, brought under 
its wing nearly all the important finishing industries with 
raw material resources which are not already in the 
Rhine-Elbe Union. The exceptions are the Stumm, 
Thyssen, and Klockner concerns and the Mannesmann 
Rohrwerke (Dusseldorf). But even these are tending to 
move in the direction of agreement with, or affiliation to, 
one of the two vertical trusts. Thirdly, the federation con- 
tains every form of modern capital—industrial, trade and 
banking capital. The capital of its affiliated concerns, and 
of those with which working agreements were made in 1922, 
amounted to somewhere near two milliard marks against 
one milliard of the Rhine-Elbe Union, and hence it is not 
surprising that, after these big transactions, its influence 
on the “ Reichsverband der deutschen Industrie ”’ has 
greatly increased. Its less concentrated and looser federal 
nature, however, often prevents it from dominating over 
the Rhine-Elbe Union in the councils of the Reichsver- 
band. The fourth reason for the influence of this group is 
the one which will, in the long run, be the most decisive— 
namely, its close connections, not only with the German 
banks, but with the international money-lending houses, 
which largely helped it out of its difficult position in 1920. 
Through the banks it has access to the oil and liquid fuel 
products, distributed by the ‘‘ Deutscher Erd-oel A.G.” 
(Deag), and its partner, the ‘‘ International Petroleum 
Union” (Inpu), from which the Rhine-Elbe Union has 
been till recently shut off. In June, 1923, however, 
Stinnes opened a way for his direct participation in the 
liquid fuel distribution in Central Europe by founding a 
new company, the “‘ Olea A.G.” and the “ A.G. fiir Petro- 
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leum Industrie,” in which the Deag and the Rhine-Elbe 
Union were the partners. Whether he will succeed in 
getting the German oil trade into his hands is a question 
as yet undecided. In any case, since the war no German 
trust can have influence on the liquid fuel market without 
the participation of Entente or international banking 
capital. It remains also to note that through the banks 
the A.E.G. federation has acquired a much bigger hold on 
transatlantic shipping than the Rhine-Elbe Union. 
Through Otto Wolff and Haniel A.G. it has a share in the 
“Cosmos Dampfschiff A.G.,” and the United American 
Line, along with the Hamburg-Amerika Line and Harri- 
mans. This joint German American shipping trust is 
aiming at a monopoly of the transatlantic traffic between 
Central Europe and America. 

What do all the above facts show? ‘They show that 
since the suppression of the revolutionary movement in 
Germany, in 1919, an unparalleled concentration of private 
industrial capital has taken place, so that the vertical 
trusts, controlling the ‘“‘ Reichsverband der deutschen 
Industrie,” however much they may compete with each 
other, are to-day the real rulers of Germany. Before the 
November Revolution, Germany was ruled by royal 
families, overshadowed by the Hohenzollern and Wittels- 
bach crowns. To-day Germany is ruled by the vertical 
industrial trusts in the “ Reichsverband der deustchen 
Industrie,” overshadowed by the Rhine-Elbe Union and 
the A.E.G.-Krupp-Otto Wolff Federation. The advan- 
tages of capital concentration cannot be denied. Indeed, 
they mark a progressive stage and tend towards simplifica- 
tion of administration and elimination of waste. And the 
apologists of Stinnes are never tired of referring to the 
work of simplification in the industrial machine which he is 
accomplishing. But the enormous political power which 
this economic power, resulting from trustification, brings 
in its train is such as to make its continuance an intoler- 
able burden on the masses. Capitalism in Germany has 
emancipated itself from the protection of the feudal, 
agrarian, privileged caste, and in the vigorous spurt of 
youth has become like an overgrown booby, whose appetite 
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must be fed by the producing and consuming classes in 
Germany. The evolution of German capitalism to more 
and more concentrated forms within an incredibly short 
space of time is unparalleled in the world except in the 
earlier days of capitalist development on the American 
continent. The industrial booms which took place after 
the foundation of the Empire in 1871 were small as com- 
pared with the post-war “boom” in German industry. 
But whereas in those days the growth took place under 
the tutelage of the agrarian Junker “ Obrichkeitsstaat,” 
which controlled the apparatus of legislation and adminis- 
tration, and whereas the accumulation of capital took place 
as the result of normal colonial expansion, to-day the 
‘“*boom”’ and concentration of German capital takes 
place as the result of progressive impoverishment of the 
German workers. For, under the normal conditions of 
capitalist development, the accumulation of capital in the 
hands of an industrial oligarchy can only find outlet for 
further use by export and re-investment abroad. But the 
Versailles Treaty makes German capitalism subservient 
in its operations to the Entente, so that its only outlets 
for earning fresh surplus values are by joining on as sub- 
servient partners under the Entente financial and indus- 
trial groups. And thus the conflicts between the French 
and Anglo-American capitalist groups find their reflection 
in Germany in the competition of the Rhine-Elbe Union 
with the A.E.G.-Krupp-Otto Wolff federation. Ge 
is now a colonial area, but not in the Marxian sense of a 
non-capitalist land, being penetrated from outside. For 
its private profit-making apparatus is already there and, 
indeed, equipped with the most advanced technique of 
modern machine production. The ‘“‘ colonising”’ process 
in Germany, which is going on, is the transference of the 
already existing apparatus of capitalist machine produc- 
tion from purely German hands to the hands of non- 
| German capitalists, whereby the former German owners 
| will retain a minority share of the interest. And the 
| pressure of this double exploitation by native and foreign 
\ capitalists will, in the long run, impose a burden on the 
\Serman proletariat which must, unless some new situa- 
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tion arises, lead to explosion. For the interest on the 
enormous amounts of watered industrial capital existing 
in the world to-day, and on the huge masses of interest« 
bearing war bonds, is, according to the political treaties 
since the war, to be borne by the German workers. If the 
interest and sinking fund on the war debts are to be paid, 
and if the industrial machine in Europe is to provide 
profits for German and Entente industrial capitalists at 
the same time, this can only be done by depressing the 
standard of life of the masses of the population. It-was 
the service of the German _Socialdemocrats that by 
obstructing the revolutionary movement, which arose out 


of the fall of the Empire in 1918, they made possible the 
growth of the great vertical trusts from 1920-23, as 


described above, and thereby postponed the struggle to a 
later_date. But this struggle may be more bitter even 
than the last. : =< 
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CHAPTER VI 


BAVARIA AND THE GERMAN FASCISTI 


Tue end of the Hohenzollern monarchy in Germany 
meant something more than the fall of a dynasty. The 
event had important social-political aspects, for it meant 
nothing less than the removal of one of the pillars which 
supported the fabric of the old German State, and that was 
the pillar of agrarian privilege. The ground had been 
prepared for this Revolution as far back as last century, 
when some of the worst abuses of a semi-feudal society on 
the land were removed and the way paved for the invest- 
ment of industrial capital in the agricultural industry. In 
November, 1918, Germany, east of the Elbe, had ceased 
to be a land in which the Junker alone dominated the 
public services, and became a land where industrial capital 
and the Junker owners of the latifundias were arrayed 
against an agricultural labouring population, which had 
won for the first time in history the right of combination in 
defence of its occupation. But the Junkers, although 
they have lost their special privileges, still play an impor- 
tant réle in German politics to-day. They have an indus- 
trial policy of their own, and since they can no longer force 
that policy down the throats of other elements of the 
population without their consent, they seek alliances with 
the middle class elements of the industrial centres, whose 
capital is in the long run indispensable to them if they are 
to keep up the productivity of their estates. 

One symptom of the change that has come over the 
Prussian agrarian party to-day is the fact that it has 
changed its name from ‘“ Konservativ’”’ to ‘ Deutsch 
National.” This shows that the Junkers no longer expect 
to win popular sympathy by harking back to the slogans of 
the old days. They must have a constructive policy and 
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a national policy in order to get support from the small 
cultivators and independent peasants in West Prussia and 
South Germany and from the numerous elements of the 
intelligentsia and petit bourgeoisie of the industrial centres, 
without whom they cannot reckon, now that the three- 
class electoral system is abolished, to secure a political 
representation in the Reichstag under the Weimar Con- 
stitution. And in order to win support from these 
elements it has been found necessary to have recourse to 
what Bebel in his day termed “ the Socialism of the silly 
fools.” Every village of small cultivators has its specu- 
lator, who in most districts isa Jew. Many impoverished 
families of the lower middle classes in the towns, whose 
sons are unemployed through the break-up of the old 
Prussian military system and are gaining precarious 
existences as political secretaries or as bank clerks, have 
in recent years been forced to call in the pawnbroker to 
value the family jewels and portraits. And the pawn- 
broker is as often as not a Jew. What easier task is there 
of making the Jew responsible for all the evils of modern 
Germany? Here, then, are possible recruits for the party 
of agrarian reaction, which can no longer find a way to 
power by extolling the advantages of agrarian privilege, 
but can find it by appealing to religious prejudices of the 
Middle Ages and using these prejudices as a means to 
entice those into its camp who would otherwise be forced 
by poverty into the ranks of the Socialists and Communists. 
Thus has arisen in North Germany the so-called ‘‘ Deutsch 
Volkisch ” movements within the agrarian Nationalist 
Party. It has arisen through the attempt of the Junkers 
to extricate themselves from the net of the industrial 
capitalists, which is closing down upon them and has its 
point directed just as much against the capitalists of 
Hebrew origin as against the reformist and revolutionary 
Socialists of the Left. It is the instrument which the pure 
agrarian interests still possess (now that their Press is partly 
absorbed by the industrial capitalists), and which they use 
to strike their bargains with the middle-class parties in the 
Reichstag. 

But, when all is said and done, Prussia, with its great 
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centres of industry, containing a Socialist working class 
and a self-conscious middle class, with its relatively few 
peasant proprietors and a large proletarianised land popu- 
lation working on the great estates, is not a very fertile 
ground for this ‘‘ Socialism of the silly fools.”” Much more 
fertile ground has been found in Bavaria. Of all the 
Teutonic lands, Bavaria was the furthest removed from 
the big highways of land and sea traffic during the indus- 
trial developments of the last fifty years. The industrial 
population is sparse and scattered, and the peasants, freed 
by the influences of the French Revolution from the 
Junkers, became independent cultivators earlier than in 
Prussia. Shut in on their upland plateaus, bordered by 
the Alps, the Thuringen, Bohemian forests, and the Jura, 
the Bavarian peasant remained the boorish, superstitious, 
good-natured, and politically backward element of Ger- 
many that he is to-day. Thus, with a backward but land- 
owning peasantry, with an absence of a politically effective 
industrial proletariat (except in the far north, Franken- 
land), it only required the introduction of an element 
which had been accustomed to rule to convert Bavaria 
into the Vendée of Germany. And that element was soon 
to be found in the emigrant Junkers and generals of the 
Hohenzollern army, who have settled in Bavaria in recent 
years, in order to make it the centre from which they 
could work for the re-establishment of the old régime in 
Prussia. Prussia, in fact, according to a popular saying 
in contemporary Germany, has migrated to Bavaria after 
the November Revolution. 

The starting point of the reaction in Bavaria was the fall 
of the Munich Soviet Republic. I have dealt in Chapter 
III. with the circumstances under which that Republic 
came into existence. It is sufficient only to emphasise 
here that the political atmosphere in which the Munich 
Soviet tried to carry on its existence was highly artificial, 
and for this reason. Even in the days of November, 1918, 
Bavaria as a whole, and Munich in particular, had gone 
Red, not because it had felt Red, but because its backward 
and religious peasantry had a wholesome dislike for the 
Hohenzollern Monarchy and for anything that smacked 


THE NEW POWERS IN GERMANY 89 


of “ sau Preis,”’ * which had dragged them into the war and 
overrun their country with efficient, but arrogant, officials 
from the North. But neither did the Pacifist and Anar- 
chist intellectuals in Munich find much sympathy or under- 
standing among the Bavarian rural masses. And when 
by a provocative trick the reaction, aided by local Bavarian 
Socialdemocrats, succeeded in getting the Soviet Republic 
proclaimed in Munich, it was not difficult to whip up feel- 
ing against a “‘ Red Terror ”’ which never existed. On the 
pretext of overthrowing the Munich Soviet, the Social- 
democratic Ministers of the Hoffmann Ministry of Bavaria, 
which was formed after the murder of Kurt Eisner, per- 
mitted, and even legalised, the formation of armed White 
Guard forces to “ cleanse the Bavarian Fatherland from 
Bolshevism.” Yet these wretched men, after they had 
played their part in bringing the reaction back to power, 
were removed by this very reaction and thrown on to the 
political rubbish heap. 

It is not generally realised that the Kapp Putsch of 
March, 1920, succeeded in its object—the overthrow of an 
outspoken Republican Government, based on a coalition 
of Socialdemocrats and capitalist parties—in one part of 
Germany, namely, Bavaria. The various White Guard 
organisations, formed by the Socialdemocrats under 
Noske in Bavaria, demanded, as soon as the news came 
through that Kapp was installed in Berlin, the resignation 
of the Hoffmann Government. And although throughout 
the rest of Germany the working masses were organising 
the general strike, in Munich the Hoffmann Government 
quietly obeyed the orders of the military reaction and dis- 
appeared. A pure capitalist Government came into power 
in Bavaria, dominated by the commanders of the pre- 
torian White Guards, as the result of the military coup 
d@ état in Berlin. From this time forward, Bavaria became 
the private preserve of all those political forces in Germany 
aiming at some sort of a restoration of the old régime, and 
taking as their watchword, “ Fight against the Red and 
Jew-ridden North Germany.” But the first thing to 
understand about the Bavarian reaction is that it is not a 

* The Bavarian term for Prussian swine. 
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political block, with a uniform policy and program, In 
the last three years its policy and program have been 
characterised by numerous vacillations, dependent upon 
whether Ludendorff, the leader of the Prussian emigrants, 
or Dr. Heim, the leader of the Catholic Bavarian Peasants’ 
Party (Bayerischer Volkspartei), had got the upper hand 
in the councils of the Cabinet in Munich. During 1920, 
and for some time after the successful Kapp Putsch in 
Bavaria, the peasant party leaders were in the ascendant. 
The struggle between the proletariat of the ‘“ Socialist 
North ” and the not yet fully concentrated power of the 
German heavy industry trusts was only just beginning. 
The trusts had not yet brought off their great amalgamations 
and consolidations, and had not yet got into touch with 
.foreign finance capital. The mind of the petit bourgeoisie 
and peasants of Bavaria looked on in horror at the com- 
mencing struggle and vowed that Bavarian soil should be 
free from it. Hence the idea grew up in these days of 
creating a ‘‘ Danube Federation ” of the agrarian lands of 
South and South-Eastern Europe, a block of Catholic 
peasant States, comprising Bavaria, Austria, Hungary, and 
the Tirol. Openly the Bavarian Separatist movement 
took the form of an agitation to undermine the strong 
Centralist tendencies of the Weimar Constitution and to 
secure for Bavaria its old rights of fiscal autonomy, control 
of its own passports, police and foreign affairs. In their 
Separatist zeal the leaders were even prepared to enter 
into relation with agents of the French Government, which 
at this time was aiming at the creation of a federation of 
States in the Rhineland and South Germany. M. Dard 
was sent as French Ambassador in 1920 to Munich to 
propagate this idea and to get in touch with the Bavarian 
peasant leaders. M. Jonnart was sent as French Ambas- 
sador to the Vatican to win the sympathy of the Roman 
Church for a Germany in which Prussia should stand | 
isolated amid a ring of little German States controlled by 
France, The recent revelations of Signor Cantalupo in 
the Italian periodical Politica confirm the facts that at this 
time not only the leaders of the Bavarian Peasants’ Party 
but also the Vatican were favourable to the French 
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Cartoon in Berlin 8-Uhr Abend Blatt by Olaf Gulbranssen, showing 


Hindenburg riding the Bavarian lion—a satire on the réle played by 
Bavaria in German politics since the war. 
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schemes. The latter, however, finally decided, in spite of 
some hesitation on the part of Benedict XV., in favour of 
a policy which should make possible a Concordat with the 
Lutheran Church in Germany. This implied recognition 
of the principle of a united Germany and free play for 
Catholic influences throughout its length and breadth. The 
plans of the Bavarian Separatists failed also for other 
reasons. Within the ranks of Bavarian reaction differ- 
ences began to appear. On the matter of Bavarian 
separatism the emigrants from Prussia, headed by Luden- 
dorff, kicked over the traces towards the end of 1920. 
Although they were not averse to coquetting with French 
plans, which would enable Bavaria to become a strategic 
point for the fight against Bolshevism,* still, in the long 
run, it was clear that their form of separatism was very 
different to the separatism of M. Dard. The latter wanted 
a permanent separation of Bavaria from the Reich. 
Ludendorff wanted Bavaria to be separate from a Red 
North Germany, and, on the overthrow of the latter by a 
new Kapp Putsch, the separate Bavaria to be the stepping- 
stone to a new Pan-German Monarchy. Faced by this 
serious split among the leaders, the separatist phase of the 
Bavarian reaction came to an end in 1921. From now on 
the Prussian emigrants increased their influence, while 
the Bavarian Government remained a group of cipher 
politicians, behind whom the peasant leaders and the 
emigrants fought for their points of view. 

The first big eonflict came in 1921 after the murder of 
Erzberger, when the Government demanded the right to 
search for the murderers on Bavarian soil. The clerical- 
peasant elements in the Bavarian Government were not 
in favour of bringing this conflict to the point of a breach 
with the Reich, because they feared that the Prussian 
reaction was using Bavaria as a pawn in the game for Pan- 
German stakes. The struggle of the politicians, however, 
was only a reflection of the struggle among the armed forces 
of the reaction, which was the real power in Bavaria. In 


_ * Indeed, more than once during this period Ludendorff gave Press 
interviews, which practically offered the German sword to the Allies to 
fight against Soviet Russia. 
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the winter of 1920-21 a certain State forest official, 
Escherisch, began to organise a military body, apart from 
the armed forces which had been acting as the strong arm 
of the Government after the fall of the Munich Soviet, 
The latter had been in the period of clerical-peasant 
separatism recruited largely from the ranks of the peasants, 
and were typified in the famous Bavarian ‘‘ Einwohner- 
wehr.” The aim of the founders of the ‘ Einwohner- 
wehr ”’ was to preserve Bavaria from Bolshevism and let 
the rest of Germany fend for itself. But the new body, 
called the “‘ Orgesch,” organised by Escherisch, did not 
confine itself to Bavaria. It was recruited from elements 
from all over Germany, from the sons of the middle 
classes and from the impoverished rentier and official 
class, which had become disillusioned with the Social- 
democratic leaders through their failure to achieve any- 
thing. The new force regarded itself as an all-German 
institution. Centred in Bavaria, it had by the New Year of 
1921 spread its tentacles throughout theland. It designed 
to combat by force, all over Germany, strikes and risings 
of the working classes, to be of assistance to the employers 
in industrial espionage and generally to rouse the national 
instincts of the German youth. The plan which the 
Prussian agrarians, industrial captains and the heads of 
the old Hohenzollern army had hoped, in 1920, to realise 
with the aid of the Bavarian Peasants’ Party and with the 
connivance of the French, and which had failed, they now 
set out to achieve alone by setting up on Bavarian soil 
their own military organ. ‘The situation thus created was 
best characterised by the cartoon of the Munich artist, Olaf 
Gulbranssen, in the Berlin 8-Uhr Abend Blatt at this time. 
A Bavarian lion was shown stamping on the ground with 
its paws, its whole body taut with energy and consciousness 
of its might. But on its back, and holding the reins in his 
hands, sits a military figure resembling Hindenburg.* 
The conflict between Bavaria and the Government of 
the Reich, which broke out over the murder of Erzberger, 
ended in a compromise. Herr Kahr and Herr Poehner, 
who in propitiation of the Pan-Germans, and with the aid 
* See p. 91. 
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of martial law, had for over a year been instituting a White 
Terror against Socialists, Communists and Republicans 
indiscriminately, resigned and gave place to a colourless 
politician, Graf Lerchenfeld, who undertook to act as stop- 
gap and bridge over the gulf between the Bavarian 
Peasants’ Party and the Pan-German emigrants. The 
latter, however, continued to tighten their grip on the 
Munich Government through the strengthening and 
consolidating of their armed forces. They were indirectly 
assisted in their work by the Entente, who in the winter 
1920-21 had secured the dissolution of the “‘ Einwohner- 
wehr,”’ thereby removing the chief arm of the Bavarian 
Peasants’ Party. The ‘‘ Orgesch,” too, was threatened 
with the same fate, but being built up with a strong secret 
service and illegal organisation, and being manned by 
the most experienced and most fanatical elements of the 
Hohenzollern army and Civil Service, it could afford to 
flout any decision of the Entente Guarantee Commission. 
And so it quietly continued, in spite of all prohibitions of 
the Government of the Reich or even of the platonic 
protests of the Bavarian Government, to keep its secret 
arms depéts, to drill its members, carry on nationalist 
propaganda, organise strike-breakers, break up Socialist 
meetings, and raid the bureaus of the revolutionary Left. 
It was, in fact, the first organ of the German Fascisti. 
Soon its leaders began to send over embassies to Mussolini, 
who was beginning to get active in Italy, and a regular 
exchange of information and even of material assistance 
passed over the Alps during the years 1921-22. But 
the German Fascisti could not yet play quite the same 
role as their Italian counterparts, for in Germany the now 
powerful industrial capitalists had completed their great 
amalgamations and concentrations, had got .a part of 
their capital abroad, and had secured access to the most 
important international financial houses. And they had 
no intention of allowing their children, the White Guard 
organisations in Bavaria, to develop into independent 
pretorian forces of adventurers with Bonapartist pro- 
clivities. Nevertheless, the parties of the heavy industries 
found the “ Orgesch ” very useful to frighten the reformist 
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_ Socialists and other “ good democrats,” who imagined that 


they could disarm the Bavarian reaction by waving before 


it the paper votes of a Parliamentary majority. 


The status quo between the clerical peasant Bavarian 


_Teaction and the heavy industry-Fascist Prussian reaction 
was kept till the summer of 1922, when another serious 


crisis broke out. The anti-Semitic elements among the 
“ Orgesch ” had been getting very active during the earlier 
part of that year, and having laid Erzberger low the year 


_ before, they now were out for even bigger game. These 


elements had got control of the so-called ‘* Organisation 
Consul.” This body, originating as the secret service of 
the notorious Erhardt Brigade, which had dyed its 


_ escutcheon with the blood of many thousands of German 


workers during the struggles of 1919, had continued after 
the Kapp Putsch as one of the secret intelligence depart- 
ments of the ‘ Orgesch.”” And this “‘ Organisation Con- 
sul *” commenced in the summer of 1922 a regular campaign_ 
of terror and assassination. Plots were hatched under the \ 
guardian wing of the Munich political police, whose chief | 
was “in the know,” and from here the murderers were | 
sent out all over Germany to “‘ make harmless ”’ all political | 
personages who were unpopular with the extreme Right. | 
The leaders of this movement began to preach the most | 
extreme form of racial hero-worship. With them Jews 
were vermin, and even the Christian religion was tainted, 
because of the racial origin of its founder.’ Some took 
refuge in explaining it away by saying that Christ was a 
German, but others created a cult which was semi-heathen, 
the old Teutonic gods and Wotan becoming their symbols 
of greatness and the Swiastika or ‘‘ Hakenkreutz” of 
Indian origin their sign of power. The ills of Germany 
were due, according to these impecunious sons of former 
Prussian officers, now gaining a precarious living, to a 
universal Semitic capitalist conspiracy against a chaste 
Germania. This was the most extreme type of the 
** Socialism of the silly fools.” 

The crisis caused by the shot which brought down the 
head of the royal stag of Semitic capitalists, Walter 
Rathenau, shook the ‘‘ Orgesch ”’ to its foundations. The 


| 
| 
; 
i 
; 
: 


96 GERMANY IN TRANSITION 


German heavy industry trusts had for some time been 
considering the possibility of a reparations deal on the 
basis of exchange of shares between French and German 
industry, and some of their capitalist groups were already 
in touch with international banking houses, in which 
Semitic influences dominated. Hence the behaviour of 
their own pretorian guard, which they had called into 
being, was becoming a serious danger, since some of its 
members had begun to take the nationalist slogans of their 
patrons a little too literally. For the bravos of the 
‘“‘ Organisation Consul”? had no understanding for the 
finesse of this diplomatic game. And so the money which 
had been supplied to the ‘‘ Orgesch ” by the heavy industry 
and by the industrial organ of the North German agrarians, 
the ‘“‘Landbund,” stopped. Further, the petit bourgeois 
Coalition Government of the Reich, consisting of Social- 
democrats and Republican Democrats, with the Catholic 
Zentrum under Wirth, was forced by the tremendous out- 
burst of feeling against the murderers of Rathenau among 
the whole of the working class and small middle class to 
take serious action against the régime in Bavaria. The 
working classes instinctively felt that, though Rathenau 
was himself a big capitalist and their class opponent, still 
his murder was a signal of the White Terrorist anarchy 
which was creeping northwards from Bavaria. And so 
the Government of the Reich forced through the Reichstag 
a “ Law for the Protection of the Republic,” giving extra- 
ordinary powers to the President and to the Executive to 
deal with the murder gang in Bavaria. This law has since 
its passage been mainly applied in Prussia to suppress 
Communist newspapers, which accuse the Government of 
the Reich of cowardice and treachery in dealing with the 
reaction, while in Bavaria it is used by the very reac- 
tionaries whom it is supposed to silence to suppress the 
organs of the parties which promoted the law! Neverthe- 
less, in spite of its harmlessness for the reaction, the Bill 
was fought with great tenacity by the Bavarian Govern- 
ment during its passage through the Reichstag, and after 
it passed the Munich Government promptly declared 
that it would not permit it to be operative in Bavaria, 
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which was, of course, high treason to the Reich. It was 
obvious from the first that certain powers in Bavaria were 
only using the law as a pretext for forcing a conflict with 
the Republican petit bourgeois Government of the Reich 
and for preparing the ground for a coup d’ état on a Pan- 
German scale, which should bring them into power in 
North Germany as well. Instead of declaring the 
Bavarian Government outlaw, which would have meant 
civil war, President Ebert succeeded in saving the Govern- 
ment of Wirth by dexterously playing upon the conflicting 
interests in the camp of the Bavarian reaction. This time 
it was not so much the difference between the clerical- 
peasant block and the Pan-German emigrants (the former 
had by now ceased to have influence), but the difference 
within the ranks of the Pan-German emigrants themselves. 
One section, the Fascists, wanted an immediate breach 
with the Reich, even if it meant civil war, while the other 
doubted the wisdom of measuring its strength at that 
particular juncture. For both of them the Reich was the 
symbol of Republicanism, Socialism, the proletarian North 
and Semitic capitalism. In the one it aroused feelings of 
contempt, in the other of fear. It was no question of a 
struggle between the Bavarian nation and the rest of 
Germany. It was a pure class struggle now between two 
symbols representing the political organs of social forces, 
striving for the mastery in Germany. And yet it was not 
a war between the Haves and Have-nots, but between a 
section of the Haves and the whole of the Have-nots to- 
gether with another section of the Haves. A section of the 
impoverished middle classes had joined the proletariat in 
the North under the banner of Republicanism, and so had 
a section of the capitalists—trading and banking. The 
heavy industry, the disillusioned elements of the middle 
classes, and the Bavarian peasantry were behind the 
Bavarian Government. But while the disillusioned 
elements, which made up the Fascist section of the 
“* Orgesch,”’ wanted civil war, the heavy industry and the 
Bavarian peasants for different reasons wanted a com- 
promise, the former to carry on reparations negotiations 
with Jewish international finance, and the latter to avoid 


q.T. H 


98 GERMANY IN TRANSITION 


being overrun by the proletarian North. And so a crisis 
broke out in the ranks of the Bavarian reaction. Among 
the political parties the so-called “‘ Vélkische Rechts- 
block,”’ or Popular Block of the Right, broke away from 
the ‘‘ Bavarian Deutsch Nationale Partei,” and was 
followed by a similar split in North Germany and by the 
formation of a ‘“‘ Deutsch Vélksische Partei”’ in the 
Reichstag. 

These new parties worked in close touch with a new 
party, which began to appear at this time, the so-called 
National Socialist Party under Herr Hittler and Herr 
Eckert, which aimed at organising, under a Fascist banner, 
those elements among the Trade Unions who were tired 
of the cowardice of the Social Democratic leaders. As far 
as purely military organisations were concerned new bodies 
broke off from the *‘ Organisation Consul,’’ which had been 
the fighting nerve of the “‘ Orgesch.”” These bodies called 
themselves the “* Organisation Kanzler ” and the “‘ Frei- 
korps Oberland,’ from which later there broke away 
again the ‘‘ Treuoberland ”’ or “‘ Bliicherbund.”’ The old 
‘** Orgesch ”’ now disappeared, and the new groups, under 
the leadership of Hittler and Ludendorff, came out openly | 
for Fascist dictatorship, and by tactics of provocation of 
the Socialist Republican elements in the rest of Germany, 
and by attacks on Socialist meetings and demonstrations, 
hoped to foment civil war, leading up to seizure of power 
by their armed forces. During the winter of 1922-23 
Hittler’s storm battalions organised raiding expeditions 
into the industrial towns of North Bavaria (Frankenland), 
where a strong Socialdemocratic proletariat has always 
existed. His plan of campaign was to seize power in 
Frankenland and use it as a base for operations against 
Thiringen and Saxony, where a Socialdemocratic Govern- 
ment was in power, with the aid of Communist votes. 
From there the way would be open to the industrial 
districts of Prussia. Yet the same people who organise 
these raids call for a “‘ Danube Federation.”” But they 
do not mean a Danube Federation of the kind propagated 
by the Bavarian separatists in 1920. As Pan-German 
reactionaries, the Danube Federation would be for them an 
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alliance of Fascist organisations in Bavaria, Austria, 
Hungary and the Tirol for the purpose of carrying on war 
against Socialism and Republicanism in the whole of 
Central Europe. The Danube Federation of Hittler and 
Ludendorff is Pan-German in its immediate purpose, 
international in its ultimate aim. Mussolini’s victory in 
Italy raised its hopes of speedy success. But this success 
is very much dependent on the goodwill of the German 
heavy industry trusts, who, after the murder of Rathenau, 
withdrew their financial support from most of these 
Fascist bodies. After the French occupation of the 
Ruhr, however, and the unrest among working classes in 
the industrial centres of North Germany, following upon 
the mark collapses of the winter 1922-23, the heavy 
industries supported the Bavarian Fascists again in view 
of the necessity of having reliable armed forces in the 
event of Red risings, and in the event of a necessity to put 
pressure on the French by acts of sabotage in the Ruhr, to 
come to terms on the reparations question. 

Since the crisis over the Rathenau murder and over the 
** Law for the Protection of the Republic ”’ ended in a com- 
promise, in which the nonentity, Graf Lerchenfeld, was 
replaced by another nonentity, Herr Knilling, the power 
of the Fascist organs in Bavaria has grown to such an 
extent that it can be said that they practically dominate 
Bavaria, and have the police and civil administration and 
courts of justice largely in their hands. They are in power 
in Bavaria, in fact, as Mussolini is in Italy. They only do 
not show that power to the same extent, because Bavaria 
is not like Italy, an Independent State, but a federal 
member of the German Reich. The task of the Bavarian 
Fascisti is not, as the task of the Bavarian Peasants’ Party 
was, to cleanse only Bavaria of Bolshevism, but to cleanse 
all Germany of any form of Republican and Democratic 
government. 

Meanwhile, the position of the Clerical-Peasant block, 
and of the Bavarian Peoples’ Party under Dr. Heim, is 
becoming more and more anomalous. Having played a 
leading réle in overthrowing the Munich Soviet, and having 
been the all-powerful political force during 1920, they have 
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met with one political defeat after another, and have seen 
power slip gradually out of their hands into the hands, 
first, of the Pan-German ‘“‘ Orgesch,” and then of the 
Pan-German Fascisti. Their leaders and party organs 
began, in the early part of 1923, a strong campaign 
against the Fascist leaders, particularly against Luden- 
dorff, but they are likely to remain powerless unless they 
join in with the Republican and Proletarian forces in the 
rest of Germany, and their narrow Clerical and Nationalis 
prejudices make this difficult. 
The only anti-Fascist forces of any consequence in Bavaria 
to-day are the Socialdemocratic and Communist workers 
of Frankenland and Munich. They succeeded, by their 
demonstrations and agitation, in preventing the Fascist 
leader, Hittler, from bringing off a coup d'état in Munich 
on the Ist of May, 1923. During the summer of 1923 
political anarchy in Bavaria increased, and conflicts 
between Fascists and workers were of daily occurrence 
in that part of Germany. It remains yet to be seen 
whether the Bavarian Fascisti will openly declare the 
power which they already to a large extent possess by 
removing the miserable decoration that calls itself the 
Bavarian Government. In that case the struggle against 
the Fascisti will be fought out on an all-German scale. 
Whether the struggle will be violent, or whether it be 
pseudo-constitutional, by the gradual abdication of Parlia- 
mentary institutions and their replacement by an economic 
dictator, backed by the “ great coalition ’’ from Stinnes 
to Scheidemann, will depend very much upon the heavy 
industry trusts. Ifthe trusts exert influence on the Fascist 
organs and hold the purse strings, the latter is the more 
probable development.* On the other hand, the abandon- 
ment of the Fascisti by the heavy industry would strengthen 
the purely Bonapartist element of the Mussolini type. 
The other alternative is that the Socialist, Communist, 
and Republican forces will be strong enough to settle 


* This was written before the crisis in August and October, 1923, 
but the coming into power of the “great coalition’ and the state of 
siege declared in all Germany by it in October indicate the line of 
development as forecast here. 
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accounts with Fascismo on Bavarian soil before it attempts 
its offensive in the rest of Germany. One thing, however, 
is certain, that, if and when the fight comes, the Bavarian 
Socialdemocratic leaders, who helped to bring the Munich 
Soviet into existence, who stabbed it in the back and 
organised the armed peasant guards—the forerunners of 
the Pan-German Fascisti—will never be allowed to lead 
the anti-Fascisti forees. The history of the last four years 
in Bavaria is another piece of historical evidence that 
doctrinaire democrats of the old reformist Socialist school, 
when faced with revolutionary situations, always play the 
réle of pioneers for the reaction. When their work is done 
and they are told to clear out, as they were in Bavaria in 
the Kapp Putsch, a Fascist dictatorship, tolerated and at 
times financed by the heavy industry, gradually assumes 
the reins of power. 


CHAPTER VII 


THE FOOD KINGS, OR JUNKERDOM UP TO DATE 


Ir has been customary since the war to refer to the so- 
called “‘ Green Rising’ on the Continent of Europe as a 
proof that a widespread movement of the countryside 
against the towns has taken place, and that this move- 
ment, while freeing the cultivators of the soil from many 
burdens, is, nevertheless, fraught with grave consequences 
for the food supply of the urban population. English 
writers who have visited the Continent since the war, and 
describe their experiences, largely base their conclusions 
on the agrarian developments in Eastern and South- 
Eastern Europe. Here, no doubt, important events have 
taken place, and tendencies leading in the direction above 
described can be observed. In Russia by far the greater 
part of the latifundias of the former great landowners has, 
by revolutionary act, been annexed and parcelled out by 
the peasant communities among their members. The 
proletarian State has succeeded in rescuing, for purposes 
of nationalised farms, some, but only some, of the demesnes. 
In Poland a middle-class Government has been compelled 
to take the peasants’ wishes into consideration, and has 
introduced legislation for the division and purchase of the 
latifundias by the occupiers. The same thing has been 
done in Rumania, in order to prevent the peasants there 
from following the example of their Russian neighbours. 
In Bulgaria a peasant is at the head of the Government, 
and the policy of that Government is directed mainly to 
the satisfaction of the peasants’ economic needs.* In 
Hungary, even the Government of the White Terror, in 
order to secure the support of the land population, has to 
promise to follow the lead of the Polish and Rumanian 

* This was written before the overthrow of Stambuliski in June, 1923. 
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Governments in agrarian questions and to make some 
faltering beginnings in thisrespect. In all the countries of 
Eastern and South-Eastern Europe one sees the peasants 
forming political parties and associations to protect their 
economic interests. There can be no doubt that the 
ruling capitalist and agrarian classes in most European 
countries, frightened by the example of the Russian 
Revolution and the internal disorders caused elsewhere by 
the shock of the Great War, made haste during the last 
three years to seek allies in the villages to counteract the 
revolutionary tendencies of large sections of the urban 
population. Hence it was, for a time, rather the mode to 
write about “green risings,” as if this movement was 
going to be the rural anti-toxin which would save Western 
and Central Europe from the epidemic of revolution. It is 
admitted that, where the peasants have broken up the great 
estates in Eastern and South-Eastern Europe, the result 
has been “‘ a descent to lower forms of production,” and 
that both squire and urban intelligentsia “‘ are sinking fast 
at the conquering touch of the peasant, and with them 
falls the cultural level of Eastern Europe.” * Thus it 
comes about that there is a tinge of regret in the utter- 
ances of those who, while announcing the triumph of the 
peasants in Eastern Europe, call attention to the loss in 
the intellectual culture of the countryside and in agricul- 
tural production. The fact is, that in the countries of 
Eastern and South-Eastern Europe, urban industries are, 
as yet, too weakly developed to enable the capitalist class 
to become the sole dominant power in the State. In Hun- 
gary, Poland, Rumania, Yugo-Slavia, and the Balkans, no 
Government can be formed without the consent of, or 
participation in it, of the peasant parties, often camou- 
flaged under the cloak of Clericalism. And the peasants 
demand their price, namely, the conversion of the great 
estates into peasant holdings. This price has to be paid, 
and with it the loss of production in some of the vital 
food supplies of the towns. 


* [L, B. Namier, in Manchester Guardian Special Supplement, “ Recon- 
struction in Europe,” sect. 6, article on ‘‘ The Peasant Revolution in 
Eastern Europe.” 


104 GERMANY IN TRANSITION 


What is the position, however, in Germany? Now, 
while in West and South Germany the peasants are already 
in possession of their lands, to the east of the Elbe there 
are great Junkers’ estates on which the most scientific and 
productive method of farming in all Germany is carried 
on. Moreover, and this is the decisive actor, the urban 
industries in Germany form so dominant a part of the 
economic life of the country, and have actually so far 
invaded the agricultural industry, that the line between 
agrarian and industrial capitalism is now hard to define. 
Indeed, in a land where capitalism has reached an advanced 
stage, it is impossible to speak of a direct division of 
interest between town and country. Here, therefore, it is 
necessary to draw a distinction between the lands, on the 
one hand, in Eastern and South-Eastern Europe, where 
agriculture, and a primitive one at that, is dominant, 
and the small producers, therefore, have often a decisive 
voice in the Government, and, on the other hand, lands 
like Germany, where agriculture has been industrialised 
and a rural labourer class has sprung up by the side of 
the rural capitalist. 

What effect did the war have on the rural population 
of Germany? Did it result in a strengthening of the 
countryside against the towns, and are the social and 
economic factors there tending to the same “ green rising ” 
as in Eastern and South-Eastern Europe? If we take, 
first, the peasant proprietors of West and South Germany, 
we find that they were affected in two ways. The inflation 
of the currency and rise in food prices strengthened the 
economic position of all owners of the means of production 
on the land and, in general, of agricultural products. 
Mortgages, contracted in peace time in gold values, were 
easily paid off in paper currency. The end of the war 
found the German peasant freed of debt to the banks and 
to the Jewish money-lenders, and in possession of large 
piles of paper money, as well as of sufficient food for his 
household. But soon the reverse side of the coin began to 
be seen. The thousand-mark bank-notes that the peasant 
had piled up during the war proved to be a deception on 
account of the depreciation of money. Their savings had 
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been made also to a large extent at the expense of the 
proper upkeep of their small holdings. When, after the 
war, they proceeded to make repairs, to buy fertilisers, 
machines, and implements, and to restore their houses, 
barns, and stables, they discovered that the prices of indus- 
trial products had risen even higher than the prices of 
agricultural produce, which to some extent was still con- 
trolled by the State. More and more did it become clear 
that the small producers in a land where agriculture is to 
a large extent industrialised are dependent on the good- 
will of the heavy industry trusts which control the prices 
of the raw materials of their industry. It is not altogether 
true to say that the law of the concentration of capital, 
which is so much a feature of the mechanical industries of 
the towns, is not applicable to agriculture, and that on the 
land the small economic unit is winning at the expense of 
the great estate. This is true of the lands with a primitive 
agriculture, but certainly not true in lands where big 
business rules in the towns, and where it is extending 
its influence into the agricultural industry. 

At the same time it would be a mistake to suppose that, 
because the small peasant proprietor in Germany has, 
since the war, been brought more and more under the 
economic dictatorship of the industrial trusts, therefore 
he is revolutionary and inclined to make common cause 
with the labourer in the towns. The exact contrary is the 
ease. Under the agitation of the Junker and heavy 
industry Press, the small German peasants have been 
induced to believe that their troubles are due to the “‘ lazy 
workman in the towns,”’ to the eight-hour day, and to the 
“high wages.” Campaigns in favour of the abolition of 
food control and against the eight-hour day has had 
success with them, and in the complete absence of any 
constructive policy on the part of the German Social- 
democratic and Trade Union leaders to secure the nationali- 
sation of the key industries, or, at least, to supply the 
small peasants with cheap instruments of production, it 
is not difficult to see the cause of this success. Just as In 
the political field the Junkers have captured the small 
peasants with the aid of the anti-Semitic cry, as shown in 
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the last chapter, and have helped to create the “ Vélkisch ” 
wing of the German Nationalist movement, so in the 
economic field the Junkers’ industrial organ, the “ Land- 
bund,” has taken up many peasant organisations into its 
ranks and induced them to accept its programs. 

The policy of the “Landbund”’ since the war has been the 
dominating influence in the countryside. Its leaders are 
the great landowners of East Elbia and the industrial 
capitalists, who have invested money in land and in the 
industries, working up the products of the land. Before 
the war they began the policy of limiting the production 
of food, particularly of cereals, in Germany, in order to 
maintain prices at a certain level. In this connection 
interesting material has been collected by the “‘ Miinchener 
Verbraucherbund ”’ (union of Munich Consumers Co-opera- 
tives), and has been published in the Frankfurt-am-Main 
Socialdemocratic organ, Volksstimme. According to the 
statistics collected before the war not only did the big 
cereal producers in Germany keep production artificially 
down, but actually fed off large quantities of the best 
quality of human bread-stuffs to cattle and pigs, in order 
to keep up the prices of the rest. The total production of 
rye and wheat for 1913 is reckoned at 16 million tons, not 
13 million, as officially stated; one million tons were 
imported, making a total of 17 million tons. Against this 
one and a half million tons were used as seed and 11 
millions sold as food to the towns. The remaining four 
and a half millions were fed to animals. From the point 
of view of national economy this was the most wasteful 
method, because, instead of importing the cheaper cattle 
fodder and growing the more valuable human food at 
home, a tendency to do exactly the reverse had begun to 
grow. From the point of view of the large cereal pro- 
ducer, however, it was the most profitable. It kept up 
the price of bread in the towns above the world market 
prices, and it enabled the Junkers to convert a portion of 
their corn into valuable meat products, which, however, 
did not reach the broad masses in any large quantity. All 
this was made possible by the protective tariff on corn, 
introduced by Bismarck in 1880, 
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During the war the State regulation of food prices and 
requisitions upset this arrangement to some extent. Mili- 
tary necessity demanded a large cereal production, and 
the army provided an unlimited market. But, even so, 
large quantities were fed to animals and even smuggled out 
of Germany into hungry neutral countries by the Junkers. 
After the war, however, it was possible to return to the 
old system of holding up prices by limiting production. 
But this time it was not a protective tariff that provided 
the background for this policy. It was the even more 
effective “‘ valuta-blockade.” For currency inflation in 
Germany made the price of foreign cereals so high that 
Government purchases abroad had to be strictly limited. 
It was thus possible for the Junkers to do just the same 
with their home-grown cereals as the industrial lords did 
with the finished products of their factories, namely, 
speculate on the difference between the cost of production 
at home and the world-market prices. And, in actual fact, 
enormous profits have been made by the large cereal pro- 
ducers in Germany since the war by this clever manipula- 
tion of exchanges. The fact, moreover, that many of the 
Junkers are married into families with industrial concerns, 
working for the export market, has enabled them to get 
their profits smuggled abroad. The ‘“ Reichsverband der 
deutschen Industrie”’ and the ‘‘ Landbund” have more 
than once in the course of the last three years had their hand 
in the game of depressing the value of the mark. Imme- 
diately after a mark fall the agrarian interests have always 
secured a rise in prices to a point just below the level of the 
world-market prices for corn. In order, however, to prevent 
the town population from being plundered too mercilessly, 
the German Government decided in the summer of 1921, 
after the last vestige of food control had disappeared, to 
impose a corn levy on all agricultural holdings tothe amount 
of one-tenth of the harvest, this to be paid for at a lower 
price than the rest of the harvest. This ‘‘ getreideumlage,” 
as it was called, gave the ‘‘ Landbund ”’ the excuse to screw 
up their prices for the rest of their harvest, not coming 
under the levy, to a price above that of the world-markets. 
And that was the position in the autumn of 1922. Since 
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then the “ getreideumlage’”’ has been abolished, and 
during 1928 German inland wheat prices were 12 per cent. 
above American and La Plata prices. 

Hand in hand with the policy of screwing up prices to 
the level of the world market, the big cereal producers have 
been following a systematic policy of reducing the area 
under cultivation. According to official statistics the 
territories which are now Germany have had their areas 
under wheat reduced by 408,984 hectares between 1913 
and 1920, i.e., by 21 per cent. ; that under rye by 1,048,927 
hectares, or 19 per cent.; that under barley by 116,120 
hectares, or 8-1 per cent. The area of waste land had 
risen between 1918 and 1920 from 583,102 to 686,477 
hectares, while the areas of fallow and grazing meadows 
increased by some 16 per cent. in the same period. The 
tendency has, therefore, clearly been to increase the 
extensive form of agriculture on the large corn-growing 
estates, and there can be little doubt that this is due to 
the intentional action of the people responsible for the 
policy of the ‘‘ Landbund,”’ aiming at keeping prices up. 
On one occasion, in 1922, the ““ Landbund ” obstructed the 
import of a consignment of cheap Chili saltpetre, brought 
in with Government aid, because they feared this might 
cause too good a harvest. 

Nevertheless, the actual yield of the corn-growing lands 
in Germany has not decreased to anything like the extent 
as might be supposed from the unofficial figures for the 
1922 harvest. These are not to be seen in the official 
figures, for the latter are drawn up in the Ministry of 
Agriculture of Prussia, Bavaria, Saxony, Wurtemberg, 
and Baden, and the ‘“‘ Landbund ”’ has its nominees in all 
these Ministries who see that no statistics are published of 
a nature undesirable to themselves. The ‘‘Miinchener Ver- 
braucherbund”’ have published some unofficial figures, 
which have appeared in the Socialdemocratie V olksstimme 
in Frankfurt, and these put the figures of the total harvest 
for wheat and rye for 1922 at 15 million tons, which is 
only one million tons below the figure for 1913. But 
according to the same statistics only 10 million tons of 
this, if one estimates the amount sold with the amount fed 
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to cattle on the basis of the figures for the last three years, 
came on to the inland markets. The remaining five 
million tons of valuable human food were, in the season 
1922-23, fed to cattle and pigs. Meanwhile, the German 
Government was forced to purchase abroad another two 
million tons to cover the demands for bread-stuffs, and 
this cost the budget of the Reich during the season 1922-28 
460 million gold marks! The whole of this might have 
.been supplied from the Junkers’ estates and an equivalent 
quantity of cheap fodder imported. 

This, then, has been the economic policy of the “‘ Land- 
bund.” At the same time it must be pointed out that the 
Junkers of Prussia are very different types of individuals to 
the average English squire. They are not rent-receivers, 
hiring out their lands to tenants and providing part of the 
working capital in buildings, hedges and drains. The 
amount of land hired out on this system is very small in 
Germany to-day. The Junkers, who hold estates amount- 
ing on an average to 3,000 acres, keep their land in hand, 
work it themselves and act for the most part as managers 
of their ancestral food factories. They are for the most 
part more useful members of society than the average 
English squire. The semi-feudal privileges, for which they 
were notorious, have disappeared since the Revolution. 
They are now the representatives of large agrarian capita- 
lism, and their anti-social activities are of the same type as 
their colleagues’, the big industrial capitalists. Thanks 
largely to their direct participation in the agricultural 
industry they have succeeded in drawing into their sphere 
of influence the small peasants and food producers of West 
and South Germany. The “‘ Landbund ”’ is thus not like 
the National Farmers’ Union. In the former case the great 
landowners take the initiative and have the peasants under 
their influence. In the latter case the landlords are over- 
shadowed by the working farmer. 

In addition also to the fact that the Junkers are actual 
farmers of their own land, there is another circumstance 
which makes them the leaders over the German peasants 
in all matters concerning the production and sale of cereal 
foods. Nine-tenths of the corn production of Germany 
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comes from holdings over 10 hectares, and one-tenth 
from the estates under 10 hectares. In other words, the 
Junkers provide the bulk of the home-grown bread-stuffs 
of Germany. The German peasants, on the other hand, 
are more interested in the cultivation of livestock. They 
grow only enough corn to keep themselves and their 
families, and depend on their livestock to provide the 
products which enable them to pay for purchases. Thus, 
according to the official statistics for the livestock of the 
whole of Germany published in 1907, holdings of from 
2 to 5 hectares had an average of 7-3 horses, 95-5 cattle, 
94 pigs; those between 5 and 20 hectares, 12-7 horses, 
75-5 cattle, 60:8 pigs ; those between 20 and 100 hectares, 
12-9 horses, 56-9 cattle, 39-2 pigs ; those over 100 hectares, 
9-2 horses, 33 cattle, and 19-6 pigs. Thus it comes about 
- that the peasants, while not interested in the speculation 
on the corn markets with the falling exchanges, as the 
Junkers, are, because they have no surplus corn, never- 
theless interested in diverting a portion of the corn 
which is produced on the big estates from the consumers 
in the towns to their own feeding bins. This fact makes 
them to a large extent dependent economically on the 
Junkers for the development of their head of horses, cattle 
and pigs, in so far as they are not dependent on the banks 
for loans to enable them to buy foreign food-stuffs. The 
Junkers have utilised this economic lever which they have 
over the peasant to good advantage. The political back- 
wardness of the latter has, moreover, prevented him from 
seeing in this economic tutelage of the junker over him 
a reason for seeking an alliance with the agricultural 
labourers and the workers of the towns. In the present 
state of the German countryside they have allowed their 
economic dependence to bring with it political dependence. 
This state of affairs, however, is not static, and the petit 
bourgeoisie and small peasants are notorious for their 
wavering allegiances and fickleness. An alteration of the 
balance of power between the Junker and the third class 
among the German rural population might bring with it 
a change in the sympathies of the peasants. This third 
class is the agricultural labourers. What movements have 
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been going on in their ranks since the Revolution and what 
are the prospects of their acquiring a decisive voice in the 
rural life of Germany ? 

The German agricultural labourers took no active part 
in the Revolution of November, 1918. There were, it is 
true, many mutinous soldiers among them, but these had 

_ for the most part been dragged out of the barracks by the 
industrial workers and so automatically brought into the 
Revolutionary movement. But in their actual feelings 
they were simply averse to the Monarchy, and nothing 
more. During the great struggles in January and March, 
1919, between the reactionary legions of Herr Noske and 
the industrial proletariat of Berlin and the chief industrial 
centres of North Germany, the agricultural labourers 
remained quite inactive. The first sign of awakening to 
consciousness on their part was to be observed during the 
summer of 1919, when in the provinces of Prussia, east of 
the Elbe, they began in large numbers to join the German 
Agricultural Workers’ Union (Deutsche Landarbeiterber- 
band) and to put themselves thereby under the leadership 
of the Reformist Socialdemocrats, partly, no doubt, in the 
hope that the presence of the latter in the Government 
along with the representatives of the capitalist parties 
would secure for them improvements in their standard of 
living. Moreover, the Socialdemocrats, being the only 
old-established party with a tradition and an efficient 
apparatus, reaching all parts of the provinces, got the 
credit for whatever advantages had already accrued to the 
rural wage-labourer after November, 1918, namely, the 
freedom of movement from place to place, the right of 
coalition and the suffrage. Thus, during the summer of 
1919 the Agricultural Workers’ Union rose to a member- 
ship of 700,000. It was a phenomenon hitherto unknown 
in Germany that the agricultural wage-earners should 
combine for the defence of their industrial interests. 

Under the auspices of the Socialdemocratic Trade 
Union leaders, and of the Socialdemocrats in the Revolu- 

tionary Government, a new regulation of the rights of 
Labour in the agricultural industry was drawn up and 
decreed on January 24th, 1919. This regulation deter- 
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mined the rights of the agricultural labourer to make 
wage contracts and to withdraw from them under the 
same conditions as prevailed in urban industries. It 
laid down, moreover, the legal working day as eight hours 
for four months in the year, ten hours for another four 
months, and eleven hours for the remaining months. 
These changes, although they did nothing to alter the 
social system in the countryside or undermine the indus- 
trial power of the owners of land and of agricultural instru- 
ments of production, did at least place the rural wage- 
earning class on a level with their comrades in the towns, 
with the exception of the regulation over the hours of 
employment. But the inadequateness of these reforms 
was soon apparent. Instead of encouraging the growth 
of farm labourers’ councils to control production and safe- 
guard the few rights they had gained, as the Left-wing 
elements both in town and country were advocating at this 
time, the Socialdemocratic leaders did everything to pre- 
vent this on the land, while they allowed Noske’s soldiery 
to suppress them in the rural centres. Thus, although 
the agricultural labourers acquired certain political rights, 
their economic rights were of a permissive nature and 
depended upon the goodwill of the chief owners of the 
means of production, namely, the Junkers. This soon 
began to show itself. In the winter of 1919-20 the 
Junkers felt themselves strong enough to attack the rights 
which the Socialdemocrats had won for the agricultural 
labourers, on paper, since the Revolution. They declined 
in many districts to recognise the wage agreements con- 
cluded with the Union, or in fact to recognise the Union at 
all, and reserved the right to conclude separate agree- 
ments with the “ Workers’ Section of the ‘Landbund,’ ”’ 
which was the tame union created under the auspices of 
the Junkers’ own industrial organ. Several strikes broke 
out in various parts of North Germany over this issue dur- 
ing the winter 1919-20. The Socialdemocratic leaders, 
instead of taking up the cudgels on behalf of the labourers, 
declared the strikes “wild,” refused strike-pay and 
assisted strike-breakers on the grounds that agriculture 
was a “‘ vital industry.” This gave the opportunity for 
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the Government to intervene with its Noske troops and 
arrest the strikers wholesale in the name of Socialdemo- 
cracy. By March, 1920, the agricultural labourers of 
East Elbia, though free on paper, were delivered over to 
the economic dictatorship of the Junkers once more. This 
was the net result of Socialdemocratic leadership on the 
land when the famous Kapp Putsch broke and roused the 
urban workers of Germany to a vigorous offensive and 
dragged the rural wage-earners along with them. During 
the struggles against the Kappists the farm labourers, 
especially of the Prussian province of Saxony and in 
Mecklenburg, proved themselves militant fighters. They 
locked prominent Junkers into their country houses, dis- 
armed their retainers and formed local Red Guards. When 
finally the Socialdemocratic Coalition Government was 
re-established in Berlin once more, the agricultural 
labourers of these provinces tried to stabilise the industrial 
power which they had acquired during the action against 
the Kappists through their farm councils. Once again the 
Socialdemocrats—the slaves of democratic phrases— 
insisted on the abolition of the “ wild’ councils and on 
the re-establishment of the authority of the arbitration 
councils, on which the Junkers and officials of the local 
administration under the former’s influence had the 
predominance. Those farm councils which resisted were 
suppressed at the instance of the Socialdemocratic leaders 
by the very rebel troops that had set up the Kapp régime. 
Great cruelties were inflicted on the labourers, and to this 
day the saying in parts of Saxony is that the next time 
the farm workers get power they will not lock the Junkers 
into their country houses but nail them to the barn doors ! 

During the rest of 1920, 1921, and 1922 the movement 
among the agricultural labourers of North Germany has 
been on the decline. The Junkers have firmly established 
their economic dictatorship, and with the organs of indus- 
trial capital are determining the ruling prices for agricul- 
tural produce, machinery, wages and hours of labour. The 
owners of land and agrarian capital are no longer the sole 
arbiters of the countryside, as they were before the war, 
but they rule in conjunction with industrial capital. They 
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have succeeded in attracting away many of the members 
of the Agricultural Workers’ Union to their tame “ Land- 
bund ” by promises of large ‘“‘ deputat,” payment in kind. 
They have also undermined the wage agreements con- 
cluded during 1919 with the Trade Union. On the other 
hand, several provincial branches of the Agricultural 
Workers’ Union have abandoned the Socialdemocrats and 
have elected Communist officials. The Central Trade 
Union bureaucracy in Berlin has replied to this by seizing, 
with the aid of the police, the funds of the branches that 
have elected Communist officials and administering them 
by commissioners, nominated by themselves. The posi- 
tion thus is that wherever the disillusioned landworkers 
have not become indifferent or gone over to the tame 
Junkers’ ‘‘ union,” they remain nominally in the Union 
led by the Socialdemocrats. The latter permit their 
members to form farm councils within the terms of the 
Workmen’s : Council Law (Betriebsrategesetz). These 
councils simply act as local representatives of the Union 
and collaborate with the Junkers. That is the net result 
of the agricultural labourers’ movement of North Germany 
since the Revolution under the auspices of the Social- 
democratic leadership. 

The complete failure to use the opportunties afforded by 
revolutionary situations on the land, such as the break- 
down of the Hohenzollern military apparatus and the 
Kapp Putsch, has caused the only element of the rural 
population which by its material interests, as well as by 
its psychological leanings, is in a position to remove the 
economic power of the Junkers, to sink back again to the 
level of the propertyless wage-slave. And this has had its 
influence on the independent peasantry, who, after the 
November Revolution, might have been induced to main- 
tain an attitude of benevolent neutrality towards the idea 
of workers’ control over the land and over the instruments 
of agricultural production. But the peasantry now has 
been taken into tow by the Junkers and industrial capita- 
lists, who are exploiting them by high prices of machinery 
and low prices for their produce. Only here and there one 
still sees signs of solidarity expressed between the small 
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peasants and the agricultural labourers, as, for instance, by 
the Peasants’ Alliance of Oldenburg and East Friesland, 
in April, 1922, when the latter passed a resolution con- 
demning the wage policy of the Junkers’ ‘‘ Landbund ”’ 
and demanding that the corn levy be exacted in full from 
all large landholders. 

But reviewing the situation in the German country- 
side at the present time, it is not possible to observe any- 
thing in the nature of a “ Green Rising ”’ in the central part 
of the European Continent since the war. The develop- 
ments on the land in Eastern Europe have had no reflec- 
tionin a country likeGermany. The inflation of the war and 
post-war period has resulted not in a rising of the country 
against the town, but in a still further concentration of 
economic and political power in the hands of one section of 
the rural population. This section has proceeded to use 
its power, along with similar social layers in the towns, 
against another element of the rural population, the 
labourer, who is placed in relatively the same position of 
the urban proletariat. And between these two layers of 
rural society comes a small food-producing class, corre- 
sponding to the small middle classes and individual crafts- 
man in the towns, which is becoming poorer, but cannot 
decide whether the Junker or the labourer is his friend. 
And so this class remains by its inertia under the hypnotic 
influence of the traditional rulers of the German country- 
side. 

The problem of the social revolution on the land in 
Central Europe is, then, largely a problem of how to secure 
the benevolent neutrality, if not the support, of the peasant 
populations for the socialisation schemes of the active 
section of the rural wage-earners. In this respect it is 
necessary to examine and see what the economic aims of 
the peasants and of the labourers are, and how they differ 
from one another. Now, since the Revolution in Germany, 
there have been various programs put forward by the 
representatives of the different Socialist parties, which 
can be classified under two heads: one put forward by 
Dr. Eduard David, a specialist on rural problems in the 
Socialdemocratic Party, and the other best typified by 
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Professor Ballod, which receives, to a large degree, the 
support of the Left-wing elements of the Socialist move- 
ment. The program of the former coincides more or 
less with the instinctive aims of the peasants, and that of 
the latter with the aims of the labourers. David maintains 
that the power of the Junkers can only be effectively 
broken by a national system of land colonisation in indivi- 
dual small holdings. He has set forth his views in a big 
work, covering nearly 700 pages,* which, quite apart from 
the conclusions reached, is a valuable collection of facts on 
the German land system and agricultural industry. His 
main line of argument is that agriculture cannot be treated 
as other industries. It is not a mechanical process, like 
the mining of coal or the finishing of metal wares, in 
which labour is applied direct to a natural object to pro- 
duce the manufactured article. It is an organic process, 
in which, in addition to the labour applied to the land in 
ploughing, sowing, manuring, and harvesting, natural 
forces, such as weather, altitude, soil, and season, play an 
important réle. The co-operation needed to produce 
results between man and nature must therefore, accord- 
ing to David, presuppose a certain direct personal touch 
between the cultivator and the land. This can only 
be attained by making the cultivator also the owner, 
and by abolishing not only the landowner employing 
the labour of others, but also the labourer who is not also 
owner. 

David supports his thesis by a whole series of statistics 
tending to show that the small cultivator produces not less 
food to the given area than the large farmer, working by 
wage labour. Thus in his work { he cites Prussian State 
statistics to show that in Prussia, west of the Elbe, where 
the peasants’ small holdings predominate, the average 
harvests between 1904 and 1913 were, for rye, 19 double 
zentners to the hectare, for wheat 23 double zentners, for 
potatoes 129 double zentners, whereas in Prussia, east of 
the Elbe, where the great estates predominate, the average 

* “Sozialismus und Landwirtschaft,” von Eduard David (Verlag 
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harvest for rye was 16 double zentners to the hectare, for 
wheat 20-5, and for potatoes 140 double zentners to the 
hectare. Again, on the basis of the investigations of 
Erich Keup and Richard Muhrer, in the peasant colonies 
of East Prussia, he quotes figures to show that the yield 
of wheat per hectare on the holdings of the small peasant 
colonies was from 28 per cent. to 98 per cent. (varying 
with the class of soil) greater than the yield on the neigh- 
bouring large Junker estates. He goes on to argue that 
the large farm, with its machinery, has the disadvantage of 
creating less animal manure than the small holding, with 
its relatively greater proportion of livestock to the hectare, 
and, without following the argument any further, con- 
cludes that the small proprietorship is the only admissible 
form of land tenure for a Socialist State. 

It is not very difficult to see in this theory of David’s 
the, perhaps unconscious, advocacy of the small middle- 
class elements of the rural population, which are pressed 
between the agrarian capitalists on the one side and the 
landless wage labourers on the other, and who hope to 
save themselves by adding to their already under-capi- 
talised holdings pieces of the neighbouring landlord’s 
latifundia. And no doubt, as far as the German Social- 
democratic Party has any land policy at all, it is this, for 
in actual practice it has not raised a finger, although it 
has had Ministers of Agriculture for Prussia as members 
of the party in the last two years, to make a beginning 
in founding State-owned food factories. 

Dr. David’s whole argument is based on a number of 
assumptions which are not by any means warranted. 
First he assumes that the under-capitalised small peasant, 
indebted, perhaps, to the bank and to the purveyor of 
seeds and machinery, is likely to be in a better position to 
make use of all the latest scientific methods of land culti- 
vation than either the Junker or the manager of a 
nationalised food factory. It is true that he argues that 
co-operation will enable the small peasants to co-ordinate 
their efforts and make use of scientific inventions, but in 
that case he does not explain why it should be necessary 
to go through the costly and laborious process first of 
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splitting up the great estates into a lot of individual small 
holdings, thereby breaking the uniform management of the 
large farms, and after having done this, and having created 
a whole lot of small husbandries, trying to weld them 
together again by co-operation. This method would 
undoubtedly be desirable for a Socialist State to adopt in 
dealing with areas where there never were highly culti- 
vated estates, and which have always been inhabited by a 
peasant population, but this is no argument for applying 
it wholesale, Again, David assumes that, because the 
small peasant keeps more livestock to the hectare than 
the large producer and produces more manure propor- 
tionately, therefore the husbandry of the former is 
superior. He forgets that this is only possible because the 
small peasant depends on large quantities of imported 
fodders, the supply of which is quite uncertain. More- 
over, his power to purchase it depends very much on the 
state of the exchanges, and this makes him, in times of 
inflation, dependent on the banks. Thus the peasant’s 
holding is, in this respect, much less financially stable than 
the large farm, which cuts down its fodder demand for 
draught animals to a minimum by the use of machinery, 
enabling the rest to be concentrated on meat-producing 
animals. 

And this is the whole basis of the theory of Professor 
Ballod, who is an advocate of the nationalised food factory, 
run under the control of the land workers. In his work * 
he sets forth the results of material that he has collected, 
and of experiments he has actually made, on the land in 
various parts of Prussia in the course of the last twenty 
years. Starting with the fact that nine-tenths of the 
surplus corn produce, not consumed on the land, comes 
from holdings over ten hectares, he argues that the 
highest agricultural production per acre, which is not 
based on artificial fodder imports from abroad, is obtain- 
able only on holdings of not less than 500 hectares.t In 
addition to this, the productivity of labour is greater on 

* “ Zukunftsstaat: Produktion and Konsum im Sozialstaat,” by 


Professor Karl Ballod (Verlag Dietz, Stuttgart, 1919). 
+ Op, cit., p. 69. 
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holdings above 100 hectares than on holdings below.* The 
most economically productive farming unit is 500 hectares, 
with central barns and buildings, but larger units are 
possible with the aid of field railways and detached barns 
for the distant fields.+ Further, with a proper proportion 
of land devoted to fodder, cereals for human consumption 
and sugar beet, it is possible to produce a maximum 
amount of all the principal human food-stuffs with a 
minimum of expense in the purchase of liquid fuel, arti- 
ficial manures, and, of course, the necessary machinery.{ 
Examples of this form of food factory are instanced by 
Ballod in the case of the Manor of Beckendorf, near Halle, 
Manor Leutewitz, in Saxony, Manor Heine of Hadmer- 
sleben, and Manor Wartin, where from 3,500 to 4,000 
kilograms of wheat to the hectare have been produced at 
a profit for a long period of years, against an average pro- 
duction in Germany up to the war of 1,200 kilos per 
hectare. Further, Ballod’s own experiments show that 
the cost, reckoned on the unit of production, in the above 
cases does not increase with the increase of the yield per 
hectare, but, on the contrary, decreases.§ The general con- 
clusion that Ballod arrives at is that by the concentration 
of the latest scientific instruments of agricultural produc- 
tion on 36,000 farms of 500 hectares each, i.e., on an 
area of sixteen-thirtieths of the whole area of Germany, 
the production of food could be increased fourfold per 
unit of area, a bread ration could be given to the whole of 
the population of Germany of 57 kilograms per annum, 
one-third of a litre of milk daily, 200 grams of butter 
weekly, and 1,464 grams of meat weekly. The only large 
item of expenditure for these food factories would be two 
and a half million tons of phosphate manures, the 
running repairs to the machinery, and the oil fuel. More- 
over, nearly half of the land of all Germany would still 
remain for lower forms of husbandry and for further 
ameliorative and experimental effort. 

* it., p. 57. 

+ Op, ote ne 58, 59. 

t Op. ctt., pp. 71-125. i t i 

§ “Die Produktivitat der Landwirtschaft ; Schriften des Vereins fir 
Sozialpolitik,” sect. 132, pp. 78, 79, 1909. 
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The program advocated by the expert Ballod is, in 
scientific language, what Left-wing Socialists and Com- 
munists are aiming at, although vaguely expressing it, in 
their agrarian policy. It is Utopian only in so far as it 
cannot. be carried out without a complete reorganisation 
of the farm holdings and buildings over a large part of 
Germany, and, what is even more important, without a 
zomplete breaking down of the industrial power of the ~ 
present agrarian and industrial capitalists, who are ruling 
Germany, and without its replacement by the industrial 
power in the countryside of the organised wage labourers, 
working under State-paid managers and scientific experts. 
This aim, however, is unattainable without a revolution in 
the existing relation of class forces and without the creation 
of an economic system based on use and not on profit. 
Given this, however, it is not Utopian, but a highly prac- 
tical scheme of solving the land and the food problem in 
Central Europe. 

In so far as any one in Germany has been considering 
since the war the great problem of how to feed the popula- 
tion of Central Europe with a minimum of purchases from 
outside, it is only the Left wing of the Labour movement, 
and a few experts like Professor Ballod, who have been 
doing so. The present state of affairs, whereby the private 
food factories of East Elbia are run for profit, provide 
a large amount of luxury products and neglect the neces- 
saries, the deficit of which has to be bought in from 
abroad at ruinous rates for the consumers, cannot last for 
ever. Nor can Socialdemocratic agrarian experts, like 
Dr. David, solve the problem by burning down the Junker 
food factories in order to roast the little peasant’s pig. At 
the same time, it is doubtful if any revolutionary régime 
in Germany could tackle the agrarian problem without 
satisfying some of the claims of the 5 million peasants of 
the South German States and West Prussia. The fact that 
the Russian Bolsheviks were compelled to make conces- 
sions to the peasants, by parcelling out large parts of the 
latifundias, need not necessarily be a guide to what would 
have to happen in Germany, because, as I have pointed out 
at the beginning of this chapter, the conditions of agricul- 
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ture in Eastern and Central Europe differ greatly, and 
with this comes a difference in the social layers of the 
tural population in both regions. But even so it is 
probable that, for political and psychological reasons, it 
may be necessary for the urban proletariat of Germany 
to buy the neutrality of the peasants in the struggle with 
the agrarian and industrial capitalists by a land settle- 
ment which will increase the peasants’ holdings at the 
expense of a part at least of the Junkers’ latifundias and 
of the holdings of the large peasant farmers. But this need 
not necessarily mean a breach in the policy of establishing 
State-owned food factories. Indeed, the figures of Ballod 
seem to show that a considerable area of land remains 
over even after the creation of all the food factories neces- 
sary for solving the food problem. 


PART HI 


THE .VERSAILLES TREATY AND THE 
ECONOMIC CONDITIONS OF GERMANY 


CHAPTER VIII 


THE PHILOSOPHY OF INDEMNITIES 


For their services in making Germany “safe for 
democracy,” the Socialdemocratic leaders in the Novem- 
ber Revolution, relying on the promises in Wilson’s Four- 
teen Points, expected, and firmly believed, that they 
would be received into the League of Nations. They 
were deceived. Bethmann-Hollweg’s necessity in August, 
1914, knew no law. Nor did that of Clemenceau and 
Lloyd George in June, 1919. And the necessity of modern 
capitalism demands that the losses caused to victors in wars 
for the domination of the raw materials of the earth, the 
destruction of wealth, the killing of manhood, and the 
consequent loading of finances with paper debt, shall all 
be thrown on the defeated nations. And so the merciless 
logic of economic forces under capitalism swept aside the 
pious wishes of the Fourteen Points and condemned the 
population of Central Europe, defeated in arms, to make 
good the cost of the conflict between the two great 
alliances in the World War. Thus the policy which 
created the Versailles Treaty is only explicable in the 
light of the new developments of world capitalism. 

Now of all the Allies the one that suffered most directly 
from war destruction, and at the same time followed most 
closely the example of her enemy in financial profligacy, 
was France. If 8 milliard sterling was the amount 
estimated at the Versailles Peace Conference for total 
war damages, pensions and allowances of the Allies, 
about 3 milliard 700 million sterling was the amount 
set down as incurred by France, i.e., nearly half the 
total sum. If the French estimates are accepted, the 
figure is greater still, for they assume 40 milliard gold 
francs for pensions and allowances and 120 milliard gold 

125 


126 GERMANY IN TRANSITION 


francs for compensation in the devastated areas, which 
works out to 6 milliard 800 million sterling, or nearly 
as much as the total figure subsequently arrived at, at 
Versailles, for all the Allies. These French figures were 
certainly exaggerated. Nevertheless, the sum finally 
agreed upon was large enough, and in addition to this 
there came war expenditure, purchase of munitions and 
stores, all of which represented material wealth blown 
into the air, leaving behind it interest-bearing paper—a 
reminiscence of the past and a promise to pay in an equal 
material value at some future date. All this expenditure 
was incurred by internal and foreign loans and by the 
inflation of the currency. The internal debt of France, in 
1918, was 29 milliard 500 million gold francs. In 1919 it 
had reached 185 milliard paper frances, half of which figure 
at this time represented the gold value. Of this, 102 
milliards was internal loan and 40 milliards floating debt. 
In addition to this, France borrowed 29 milliard gold 
frances, or a little over one milliard sterling, from England 
and America. Since then further internal loans have 
been raised for military expenditure to secure the “‘ peace,” 
raising the total debt of France, internal and external, in 
April, 1922, to 816 milliard paper frances (valued at 
46 centimes per france at that time). Thus French indus- 
trial capitalism, like German, made inflation the sheet 
anchor of its national finances. In other words, it threw 
the bulk of the burden on the producing and small invest- 
ing classes and gave enormous opportunities for the 
accumulation of wealth in the hands of the owners of the 
instruments of production. 

Who holds the public debt of France, and what means 
are being adopted to pay it off? An examination of the 
facts, which will answer this question, shows us the con- 
flicting social tendencies in France, which go a long way to 
explain the political developments in Europe since the war. 
For generations it has been the custom of a large section 
of the population of this self-sufficient, agrarian land to 
supplement its earnings by hand and brain by the invest- 
ment of small savings in Government stocks of all kinds. 
A regular class of small investors both among the town and 
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_ peasant population has sprung up, and, though its incomes 
from savings are small, often diminutive, it feels itself part 
of the bourgeoisie and entitled to a certain social prestige. 
It is bigoted, snobbish, half-educated, it clings to its class 
position like a leech, it is terrified at any rise in prices and 
at currency inflation, which would reduce the value of its 
little investments and would in the long run declassify it, 
it is indignant at the suggestion that its small incomes 
should be taxed to pay the cost of the war, it is violently 
patriotic, because patriotism means for it the maintenance 
of the value of its bonds on the world stock exchanges by 
extracting gold tributes from neighbouring countries. 
During the war these little people in every town and 
village of France saw the French Government issue 
Treasury Bonds, loans and paper currency ; they scraped 
their savings together and increased their holdings, but 
as they did so, they saw the values of their holdings drop. 
They began to fear that they might be condemned to the 
task of Sisyphus, and that rolling the ball of their invest- 
ments uphill, they would see it automatically roll down 
again. 

Allied to this class of small rentiers is a large part of the 
bureaucracy of the State and of the officers of the army. 
The diplomatic service, trained in the traditions of 
Louis XIV. and of Cardinal Richelieu, is to-day the faithful 
attorney of the petit bourgeoisie. The great credit institu- 
tions, the Société Générale, Credit Lyonnais, the Comptoir 
National d’Escompte and others, exist largely for the pur- 
pose of advising the small French investors and for placing 
the Government loan issues on the public markets. The 
whole of the influence of these institutions is against infla- 
tion, for low prices and consequently, as they have no tax- 
paying tradition behind them, for high reparations pay- 
ments in cash from Germany. The holdings of five of the 
biggest of these banks in industrial securities were only 
196 million francs in 1920, whereas their holdings in 
Government bonds and loans of all sorts were five milliard 
francs in 1918, and 10 milliards in 1920.* These facts are 


* Ed. Théry: “Conséquences économiques de la guerre pour la 
France.” 
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quite sufficient to show why the small investors and the 
credit institutions of France were for a time the forces 
behind the French Government’s reparations policy. 

For when the war ended, France’s total debt had risen 
to 316 milliard francs in 1922, and the Budgets had 
prospects of permanent deficits. Gold values had to be 
found or the millions of small investors would be ruined 
and declassified. The little rentier, who had been a hand- 
worker, had bought his house and was hoping to marry his 
daughter to an army officer, and the small peasant, who had 
bought War Savings Certificates with the proceeds of the 
sale of his produce, were both in danger of having to go 
out to work again at a labourer’s wage. They became 
fervently nationalist, because France to them was the 
symbol of a power which would enable them to continue 
to enjoy the fruits of the labour of others. And the value 
of the rentier’s holding in Government stock would rise if 
the French Government could secure a prior lien on the 
national assets of a defeated enemy. This, then, was the 
philosophy of the indemnity policy behind the Versailles 
Treaty. It was not due to any double dose of original sin 
in MM. Clemenceau and Poincaré or to any accidental 
excess of chauvinist fervour in the minds of the people 
inhabiting France, as. large sections of public opinion in 
England, including pacifists and Labour intellectuals, 
believe. Poincaré is only the trustee of the French petit 
bourgeoisie, the Block National its parliamentary organ, the 
French army its armed bailiff put in to collect a debt, which 
will save a class from declassification. The rapacious 
demands of France on Germany at Versailles and the 
policy leading up to the occupation of the Ruhr are only 
indicative of a phase in the development of capitalism, 
common to all capitalist countries, and only particularly 
prominent in the case of France because of her large 
rentier class. 

The fact that the London ultimatum provisionally fixed 
the German liability at. 6,800 milliard sterling, which 
nearly equalled the figures estimated as the Allies’ war 
losses, was a proof that the Allied demand for indemnities 
was in direct relation to Allied financial embarrassments. 
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The debates in the French Chamber during 1921 and 1922 
showed this very clearly. In introducing the Budget for 
1922 the French Finance Minister said, ‘“‘ The financial 
convalescence of France depends entirely upon the punc- 
tuality of the German indemnity payments for 1922. 
Only then will it be possible for us to avoid new loans.” 
And the French banker, M. Raphael Georges Levy, in 
The Times French Supplement for October 4th, 1921, 
wrote: ‘‘ The great problem of French finance is a 
problem of providing for capital expenditure extending 
over a period of at least another four or five years. We 
are exactly in the position we were in during the war.. But 
instead of living foes we are now fighting ruin’and destruc- 
tion. Of course this expenditure is theoretically and 
eventually to be met out of German payments for repara- 
tion. But whatever these amounts may ultimately prove 
to be, should they even cover a larger portion of our 
damages than now appears likely, it remains necessary to 
find money to spend in the next three or four years, which 
will only be made good to us thirty or forty years hence.” 

How great is the hole in the French Budget, as the result 
of the indebtedness of each French citizen to the holders of 
the war debts, may be seen from the article by M. Caillaux 
on the “* Financial Situation in France ” in the Reconstruc- 
tion Number of the Manchester Guardian, section 5, July, 
1922. He estimated the ordinary Budget deficit for 1923 
at five milliard francs. But this is only a small part of the 
French State finances. The whole of the sums given out 
for interest on war debt, pensions and compensation in the 
devastated areas come under the so-called Budget of 
Recoverable Receipts. The debit side of this Budget is 
made on account of the Government and of semi-official 
institutions acting on the Government’s behalf. The 
credit side is solely composed of receipts, present and 
prospective, mainly the latter, from Germany, under the 
heading of reparation. Up to the end of 1921, 80 milliard 
paper marks had been. expended through the Budget of 
Recoverable Receipts and 20 milliards for the first six 
months of 1922. 

As it became clear that the capacity of the German 
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Government to cover the enormous holes in the Budgets of 
the Allies, particularly of France, was strictly limited, the 
reparations plan underwent various stages of evolution, cor- 
responding roughly to the degree of disillusionment of the 
victor States in the idea of escaping ruin by imposing their 
war debts on the vanquished. This degree of disillusionment 
is interesting to trace. In the drunken days immediately 
following the Armistice visions were seen by the French 
Finance Minister, M. Klotz, of reparations amounting to 
18 milliard sterling (835 milliard gold marks) in thirty-four 
annuities in twenty-four years. After the wine of victory 
had begun to work off a little the Allies found it better not 
to overburdén their reasoning capacity by any figures at 
all, and so the Versailles Treaty was drawn up without 
mentioning any definite figure as to Germany’s liability. 
A long period of negotiations then began between the 
various Allied Governments. At first the Governments 
took the matter in their hands through the Big Five and 
the Council of Ambassadors in Paris. Then the “ era of 
conferences ’’ commenced, in the first period of which the 
Reparations Commission, set up by the Versailles Treaty, 
was pushed to one side. The first attempt to get down to 
facts was observed in March, 1920, when in London it was 
decided that total war damages could not possibly be 
estimated and that it was better to fix Germany’s liability 
on the basis of her economic capacity. In San Remo, in 
April, 1920, the Anglo-Italian proposal to fix the sum at a 
reasonable figure was rejected, but in Boulogne, in June, 
1920, it was decided at least to hear the German repre- 
sentatives direct, and a wider conference was fixed for the 
following month at Spa. Here at least it was decided to 
fix a coal indemnity to be reckoned against the total figure 
to be decided later, and although they had only secured 
a little piece of the bear’s skin, the Allies nevertheless 
decided on the proportions in which they would divide the 
skin, if and when it came into their possession—52 per cent. 
for France, 22 per cent. for England, 10 per cent. for Italy, 
and 8 per cent. for Belgium. The London Conference of 
February, 1921, followed, at which the reparations sum 
was fixed at from two to six milliard gold marks annuity 
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for forty-two years. The refusal of Dr. Simons to accept 
this figure on behalf of Germany resulted in the London 
ultimatum, fixing the payment at two milliard gold 
marks for forty-two years and a 26 per cent. deduction 
on the value of all exported German goods. This was 
accepted by the Germans in May, 1921, and thus ended the 
first period of the attempt to settle the post-war financial 
problem in Europe. 

The figures accepted by Germany under the London 
ultimatum became thus the basis of the developments in 
the second period, in which the Reparations Commission 
took charge of the task of converting this fantastic paper 
figure into tangible assets. The first payment of one 
milliard in August, 1921, by Germany resulted in the first 
Allied finance conference in Paris, at which the division of 
the spoils took place, and England got away with the 
largest share for her military occupation costs. But the 
internal crisis which this payment caused to Germany 
forced the German Government to request a moratorium 
in December, 1921. The Cannes Conference in January, 
1922, permitted a short moratorium and reduced the cash 
payment from two milliard gold marks to 720 millions, 
the rest to be covered by 1,450 million gold marks of 
deliveries in kind. This was put through by the financial 
houses of the Entente lands in spite of the opposition of 
the French heavy industry, whose interests are threatened 
by these payments in kind. This, then, was the result 
after over three years of squeezing Germany, and it is 
interesting to note that even if the whole of the sum fixed 
at Cannes were to be assigned to France to balance her 
Budget, it would not do much more than cover the interest 
and sinking fund of the combined French debts to England 
and America, leaving the whole internal debt, pensions 
and compensation for the devastated areas uncovered. 
This fact is the best possible explanation of the pressure 
exerted by French rentier capital on the German people. 
This is the economic drive which is behind the cry—Make 
Germany pay. 

But the chain connecting reparations with the problems 


of internal indebtedness of the belligerent countries goes 
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further. It affects not only the relations between France 
and Germany, but the whole of the Allies. Italy’s war 
indebtedness is in direct relation to her claims upon 
Germany, so also Belgium’s. England, with an internal 
indebtedness in 1913 of 706 million sterling, found herself 
in 1919 with an internal debt of 6,603 millions and a 
foreign debt of 2,110 millions to America. Against this, 
however, she has credits owing her of 38,400 millions, 
which more than cover her liability to America. But the 
greater part of this money is bad. The Russian Revolu- 
tion has annulled 655 millions of it, and, although it 
might eventually be possible to compound with the 
Soviets for a lower figure, the amount for a long time to 
come, even under the most favourable circumstances, 
cannot be regarded as a liquid asset. There remains 2,745 
million sterling, of which 1,345 millions can be charged 
against France for advances on war account. The remain- 
ing 1,400 million, which is supposed roughly to cover 
British war pensions and allowances, must either be 
found by the British taxpayer or be loaded on the pro- 
ducing classes of Germany. And there, again, is America, 
owing nobody, but owed by England 2,110 millions. The 
greater part of these “ Liberty Loans” for the Allies, 
subscribed to by the Wall Street banks, have since been 
unloaded on the American investing public. This public 
is not going readily to abandon its claim on Europe. ‘‘ The 
money lent to Europe,” said The Times Washington 
correspondent on July 11th, 1922, “‘ was not lent by the 
American Treasury out of the fullness of overflowing 
reserves but was raised by public subscription and pro- 
vided by people of all classes, including the vast and now 
impoverished farming community of the Middle West and 
West. It is not to be expected that these small subscribers 
to American War Loans would be willing, even if they 
were financially able, to assent to the cancellation of the 
bonds they hold.” 

Thus, in all the countries of the world where capitalism 
has reached a high degree of concentration, we see the 
same phenomenon, independent of whether they are so- 
called victors or vanquished. We see inflation during and 
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following after the war, and a strengthening of the mono- 
polist powers of capital invested in key industries. We 
see the heavy industries escaping the burden of inflation, 
while the small investing middle classes, and credit institu- 
tions catering for them, are put into an extremely pre- 
carious condition, unless the currency can be got back to 
the gold value. With the arrival of peace we see in each 
victor country the attempt of the small investors to 
recover their position by deflation and by imposing 
tribute upon the communities of Central Europe, who are 
by treaties liable to hand over material assets. And the 
heavy industry capitalists and banks connected with 
them put no obstacle in the way of the indemnity policy 
of the small investors and of their credit institutions. At 
the same time the heavy industry trusts, Schneider- 
Creusot, de Wendel, and other groups on the Comité des 
Forges, are really not in the least interested in securing 
gold payments from Germany. Indeed, these payments 
would be embarrassing to them, for they would result in 
forcing up the value of the franc and would cause depres- 
sion in industry. And the three powerful banks which 
are closely associated with the groups on the Comité des 
Forges are also in the same position. Thus one-fifth of the 
capital of the Banque de Paris et Pays-Bas, of the Banque 
de l’Union Parisienne, and of the Crédit Mobilier Francais 
in 1921 was in industrial securities.* It is obvious that 
what these banks might lose by inflation on their Govern- 
ment bonds they would gain in the rise of their industrial 
shares under inflation. Why, then, did not the French 
heavy industries and their associated banks oppose, in the 
after-war period, the reparations policy of the French petit 
bourgeoisie of the Block National and its wild schemes for 
extracting gold payment from Germany? They did not 
do so, because it was easier for them to skilfully utilise the 
patriotic demagogy of the small investor and his terror at 
the prospect of declassification to bring about a situation 
which would inevitably lead, sooner or later, to the mili- 
tary occupation of parts of German territory for purposes 
which were quite other than those of the rentier. The real 
* F, Baldy: ‘“‘ Les Banques d’affaires en France.” 
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purpose of the French industry trusts is kept in the back- 
ground, and it is the securing of “ material guarantees ” 
or “‘ gages ’’; in other words, the control of German indus- 
tries and the creation of a Continental coal and steel trust. 
Military ‘“‘ sanctions ’’ on Germany, though flattering to 
the pride of the petit bourgeoisie, have, as their immediate 
result, an increase in expenditure and, hence, of inflation, 
and the further endangering of the small investor’s hold- 
ings. The control over the mines and industries of a 
defaulting Germany is only of interest to the trusts. The 
French rentier can whistle for his money. 

The first attempt, therefore, of the Allied Governments 
to extract reparations from Germany was the result of a 
tacit agreement between the investing public and the 
financial and industrial capitalists. The former demanded 
reparations in cash payments and the trusts agreed. Ger- 
many was to sell in the markets of the world goods to the 
value of the figures printed on the paper debts, which the 
banks of the Allied countries had issued to their investing 
public during the war. The values obtained in cash by 
these sales were to be handed over to the Allied Govern- 
ments and credited to the investors in the form of remis- 
sion of taxation. Between 1919 and 1922, therefore, the 
attempt was made to force money values out of Germany’s 
industries through pressure on the Government. This 
pressure gave a great fillip to inflation in Germany, but 
made it possible for German capitalists to make profits by 
export dumping to markets which, since 1914, had been 
closed to them. Up to 1922 there were, roughly, three 
main periods of cheap exportation from Germany, corre- 
sponding with three periods of intensive depreciation of 
the mark. The first began in the autumn of 1919, with 
the first big post-war fall in the mark, and lasted till the 
spring of the following year, when the mark began tem- 
porarily to stabilise. This first export period was the 
natural result of the great dearth of products after the 
war throughout all Europe, causing the neutrals, and even 
the former enemy countries, to put large orders in Ger- 
many. But this was only a temporary phenomenon. The 
markets were soon glutted, for the purchase power of the 
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producing and small investing classes in Europe had fallen 
heavily. A second export period began in the autumn of 
1920, as the result of an artificial attempt of the German 
industrial capitalists to depreciate their own exchange and 
force down costs of production in Germany. It only 
lasted for a few weeks. Then in the late summer of 1921 
began the big exchange collapse and another period of 
export boom. This time the cause was, in the first 
instance, the Allies themselves. Up till this time they had 
not been able to agree to a definite scale of reparations 
payment for Germany. But when at last, in August, 1921, 
the first milliard gold-mark instalment of the plan under 
the London ultimatum fell due, the German Government 
had to get possession of cash resources by hook or by 
crook. Export had been slack during the first eight months 
of 1921, and the industrial capitalists of Germany were 
able to point to a period of poor trade behind them, in 
order to hold up their own Government, and decline to sell 
them foreign currency except at high prices in mark cur- 
rency. Thus the German export dumpers derived no in- 
considerable profit indirectly through the forced cash pay- 
ments levied on reparation account on the Government. 
This is a good proof of the fact that German indemnities 
never hit the German capitalists. 

One of the first effects of export dumping from Ger- 
many was to cause the capitalist countries with high 
exchange, to which the German exports came, to take 
energetic measures to restrict them. In spite of the fact 
that German exports, when measured in tonnage, amounted 
for 1920 and 1921 to only one-quarter of their weights for 
1913, nevertheless, to such an extent had the turnover in 
world trade fallen since the world war that even this one- 
quarter caused more inconvenience in the form of under- 
cutting and unemployment than the whole of the large 
German export trade before the war.* Thus the Allies 
retaliated by the imposition of the 26 per cent. import 
duty under the London ultimatum in February, 1921. A 
ridiculous situation was reached. The victors wanted to 


* German exports for 1913 were 82-2 million tons; for 1921, 20:6 
million tons, and for the first eight months of 1922, 15-1 million tons. 
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be paid in cash, in order to reimburse their small investing 
class; yet they shrunk from receiving the payment. Hach 
creditor wanted his debtor to work and accumulate surplus 
values, but he must make them by selling to a third party 
and hand the proceeds over. Nobody wanted to be the 
third party, and Germany had to hunt all over the world 
for countries who would accept her goods with which to 
pay reparations. This is typical of the chaos and anarchy 
of the capitalist system in its period of decline. 

Not only are the forced German exports not wanted in 
the Allied countries, but, under present conditions, they — 
are a serious loss to the national economy of Germany 
herself, however much they may be profitable to a small 
band of German capitalists. For while Germany must 
theoretically export a surplus equal to the indemnity each 
year to cover her liability, in actual fact her economic 
balance is passive. And so little do the economic experts 
of the capitalist countries understand this problem, that 
the Bankers’ Conference in Brussels in 1920, in its report, 
advised that Germany should cut down her imports and 
increase her exports, without considering the question 
whether the internal consumption of the population in 
Germany is covered by the internal production. For this 
is the vital point. There can be no active trade balance 
unless there is an active economic balance in the country, 
and this is just what is lacking. The official statistics in 
Germany show that the excess of imports over exports 
was 1,930 million gold marks in 1920, 1,000 million gold 
marks in 1922, and 1,618 million gold marks in the first 
nine months of 1922. Itis true, before the war the German 
trade balance was passive also (673 million gold marks in 
1913), but this was more than covered by various invisible 
exports, such as the profits on shipping, interest on foreign 
investments and concessions, which do not exist to-day as 
German investments, but have been converted by the 
Peace Treaty into Allied investments, in which, however, 
individual Germans retain large holdings. But the official 
German foreign trade statistics are not reliable, and 
there is every reason to believe that if the tonnage 
figures for German exports and imports since the war be 
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multiplied by a co-efficient which would represent the 
change in the gold values of goods since 1918, very different 
results would be obtained. The co-efficients which ought 
to be taken are 1-2 for food, raw materials and half-manu- 
factured articles, and 2 for manufactured articles. An 
economist, Dr. Horten, former director of the German 
heavy industry firm, August Thyssen, has worked out the 
real values of German exports and imports since the war 
on the basis of this method. And it turns out that if the 
tonnage of German exports and imports for 1922 are 
multiplied by these co-efficients and so reduced to gold 
values, Germany has a surplus of export values over 
import in that year of nearly four milliard gold marks. In 
other words, in spite of the big fall in turnover of German 
foreign trade, and in spite of the loss of invisible exports 
through the peace treaties, the gold value of the exported 
German manufactured goods exceeded in 1922 the gold 
value of the raw material imports by four milliards. Is 
there not, then, an ample margin for providing the working 
population of Germany with a reasonable standard of 
living and leaving a figure over for reparations? That 
might be the case if the profits of industry in Germany 
went to the community; that is, if Germany were a 
Socialist State. But Germany is a State ruled by an 
oligarchy of trust magnates, and the greater part of this 
four milliards, and more besides, goes to them and is lost 
to the national economy of the country. Instead of going 
towards stabilising the mark currency and balancing the 
national Budget, the export surplus disappears in the 
form of the flight of German capital abroad. Thus German 
firms, which sell goods abroad, get paid in foreign currency 
and leave this credit in foreign banks. The regulation 
whereby the German Reich secures a percentage of the 
export in the form of foreign money values, is always got 
round by the trusts, and for them it exists only on paper. 
In this, and in other ways, at least four milliard gold 
marks were lost in 1922 to the national economy of the 
Reich, and some have estimated the loss up to as much as 
fifteen gold milliards a year since the Armistice. Thus, in 
actual fact, Germany, which should have an active trade 
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balance of four milliard gold marks annually by the sale 
of that amount of manufactured goods abroad in excess 
of the values imported, has, in fact, an annual loss of at 
least four milliard gold marks, or a passive economic 
balance through the transference of national wealth 
annually into the hands of foreigners and of German 
capitalists, who show their patriotism by operating as 
foreign capitalists in neutral and even in Entente lands. 
For it is an open secret that the German trusts have large 
bank balances in England and America. 

How is the passive economic balance of the German 
Reich covered ? In two ways. Firstly, by the sale of 
marks abroad. German capitalists have in recent years 
bought up, wherever possible, foreign exchange values and 
sold German marks. Thereby they get their money in 
fixed values and also assist in the inflation, which brings 
them considerable profits. In this way it is estimated that 
in America alone between 1919 and 1921 one milliard 
dollars’ worth of German marks were bought up and held 
for speculation purposes. In consequence of the inflation 
systematically carried on by the German industries these 
marks had fallen to a value of 60 million dollars. So that 
in this period American citizens, instead of receiving 
reparations from Germany, had helped to cover the passive 
economic balance of Germany to the tune of 940 million 
dollars! Similar amounts also were lost by British specu- 
lative investors and also those in neutral countries. This 
process, however, ceased at the end of 1921. The mark 
collapse in the autumn of that year frightened foreign 
buyers, and they even began to realise their holdings in 
panic, which only forced the mark still further down. 

Now began the second method of covering the passive 
economic balance, namely, by the investment 6f foreign 
capital in Germany to cover the deficit. German capita- 
lists now permit foreign capital to participate in the profits 
of production in Germany, after having themselves secured 
considerable holdings in foreign currencies and in foreign 
industrial investments. Of the international connections 
of German industry and finance since the war I treat 
in Chapter V. It might, however, be observed here 
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that American companies of mark holders have been 
formed for investing their mark holdings in German real 
estate. In this way over 100 million marks were invested 
in Germany by Americans in 1922, mostly in industrial 
shares. These shares were, however, ordinary shares, and 
the German industrial chiefs took care to cover themselves 
against “ foreign invasion ”’ by the issue of special prefer- 
ence shares, gratis out of hidden profits, to original holders. 
These shares have multiple voting power. Furthermore, 
official statistics show that in various German cities in the 
last year from 20 per cent. to 30 per cent. of the house 
property has gone into the hands of non-Germans. French 
capitalist groups have bought up 90 per cent. of the Ger- 
man glass industry, hold controlling interests in the coal and 
metal industries in the old occupied areas, and have even 
bought up individual concerns in the unoccupied areas 
which have escaped the control of the German trusts. In 
general, it is estimated that French capitalists had got 
80 million francs invested in German heavy industry by 
the end of 1922. 

Reckoning up a balance sheet, therefore, for the national 
economy of Germany between the years 1919 and 1922, 
one can arrive at the following rough figures : 


DEBIT. 
Milliard gold marks. 
Adverse economic balance after allowing for 
annual flight of German capital abroad 


(low estimate) . 10 
Purchase of foreign currency by Germans 
in Germany : 1 


Amounts paid by German Treasury on repara- 
tion account for armies of occupation, 
coal and deliveries in cash and kind, ete. 6 


Total . ; ; , eve: 
CREDIT. 
Purchase of marks by foreigners : ve $7 *K 
Foreign capital invested in Germany . 


Total . ‘ ; , -\ iy 
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Thus Germany is sinking down more and more into 
becoming an economic colony of foreign capitalists, while 
German capitalists are securing their position by becoming, 
in an economie sense, non-Germans. If one takes the 
figures accepted before the war for Germany’s national 
wealth and deducts the losses due to cessions under the 
Treaty, one can estimate the present value of Germany's 
national property at 120 milliard gold marks. Then these 
18 milliard gold marks of foreign capital, invested in 
Germany up to the end of 1922, would be a little over 
10 per cent. of the whole national property. So far the 
percentage is not great, but it is large considering the short 
time in which the process has been going on, and it is 
increasing rapidly. The general tendency of indemnities, 
therefore, is to become an economic weapon not for secur- 
ing cash payments for balancing Budgets in victor lands 
and reimbursing the impoverished and patriotic small 
investors in Allied War Stock, but for securing concessions 
and investments for the big financiers of Allied countries 
in Germany, which will end with some sort of international 
control of the country, similar to that of Turkey under the 
Ottoman Debt régime. Reparations, in fact, are writs of 
execution giving the holders a right to control so much 
cheap German labour. 

Between the autumn of 1921 and the autumn of 1922 
there were, nevertheless, two attempts to introduce. a 
reparations policy by means of payment in kind, as against 
cash payments and investments. By its very nature this 
form of reparations could not be general; that is, it 
could only concern the deliveries of materials on repara- 
tions account by Germany to one of the Allied countries. 
And the only country that stood in need of any quantity 
of materials was the one which had large devastated areas 
to restore, namely, France. And even here the practical 
application of this form of payment proved to be very diffi- 
cult, if not impossible, because of the obstruction of indus- 
trial interests in France, which stood to lose by the importa- 
tion of cheap building materials and machinery for recon- 
struction. Nevertheless a first attempt was made in the 
signing of the Wiesbaden Agreement between the French 
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and German Reconstruction Ministers, Loucheur and 
Walter Rathenau, in August, 1921. It was no accident 
that both these men were industrialists, who represented 
powerful financial and manufacturing interests in both 
countries. Loucheur at that time had plans for restoring 
the devastated areas and the industrial districts of North 
France, which were technicially very backward, with the 
aid of cheap German electrical appliances and technical 
skill. And for the A.E.G. no more fitting opportunity 
could have offered itself for its activities. But Walter 
Rathenau was one of those remarkable capitalists who 
had a glimmering of an idea that the capitalist system 
could not solve the problems of after-war reconstruction, 
if the interests of private profit were allowed an unre- 
stricted field of domination. He, therefore, succeeded in 
introducing into the Wiesbaden agreement arrangements 
whereby the payment for all materials supplied by German 
firms to France should go through the German Government. 
The latter was to pay the German exporter:‘and was to be 
credited by the French Government on reparationsaccount. 
Since the German Government was to get a share of the 
profits with the German exporters in the form of the 
export tax, the transactions were to be subjected to a 
measure of State control, which would have no little 
advantage to the German public and taxpayer. The 
principle was thereby established that a portion at least 
of the profits which the German industrial capitalists 
were to get for reparation deliveries was to flow to the 
public exchequer. 

Rathenau’s plan proved Utopian. The most powerful 
of the German industrial capitalists were not going to hear 
of any measure, which might prevent them from putting 
their hands at the throat of the German public whenever 
a reparation matter was concerned. Rathenau could not 
persuade his colleagues, and although the agreement was 
signed it was never carried out, because it was systemati- 
cally obstructed, and not the least from the German side. 
During the winter of 1921-22 the Bemelmann and Gillet 
Agreements were signed between the German and French 
Governments, which to a large extent undid Rathenau’s 
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work. Under these the deliveries between Germany and 
France were a purely private matter between German 
exporting firms and French importers. This led the way 
for the Stinnes-Lubersac Agreement of August, 1922, 
under which the head of the great rival concern to the 
A.E.G. succeeded in getting a monopoly through the 
so-called ‘‘ Hoch und Tief” concern, formed to pool 
all deliveries in kind other than coal on reparations 
account. In the meantime, also, Rathenau had been 
murdered as the result of the campaign of vilification 
which had been carried on by the Bavarian reactionaries, 
financed from circles of the heavy industries. Stinnes 
and his colleagues had now complete control over repara- 
tions in kind together with certain groups of contractors 
in France. If the Agreement had been carried out and 
deliveries for the devastated areas under it had begun, the 
world would have seen by this time how profitable repara- 
tions can be to the capitalist magnates, not only of the 
country that is paid but of the country which pays. But 
the Agreement was not carried out, because this time there 
was obstruction from the French side. Powerful indus- 
trial groups in North France, the Schneider-Creusot 
group and the Pas de Calais groups of the Comité des 
Forges, did not want to let the Germans start their recon- 
struction deliveries, which would have led to a big boom 
in German metal industries, without first securing some 
share in the profits of these German industries and, if 
possible, control over them. They saw in this Agreement 
the beginnings of a development which might eventually 
lead to a penetration of German capital into French heavy 
industries, and while they had no objection to co-operation 
with the Germans, they wanted first to secure their 
dominating influence, if possible, in the industries on 
both banks of the Rhine. 

The impossibility, therefore, of securing the liquidation 
of war debts by payment either in cash or kind, has made 
the industrial and finance capitalists of the Entente lands 
much more inclined to accept the payment for reparations 
in the form of investments in Germany. They thereby will 
still further increase the tendency referred to above, and, 
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in so doing, will abandon the small investing class, who 
hold the bulk of the war loans with fixed interest, and who 
can only see their money back if they receive cash pay- 
ments. The first sign of using political and military pres- 
sure to secure this end has come from France, where the 
heavy industry groups, Schneider-Creusot, Basin du Nord, 
de Wendel, Banque de Paris et Pays-Bas, have made a bid 
for the control of the iron and coal resources of all Central 
Europe, and have claimed, through M. Poincare, “ real 
guarantees ”’ from the German Government in return for 
the evacuation of the Ruhr. And these guarantees are to 
take the form of the handing over to the Reparations 
Commission the State mines and forests of the German 
Rhineland, a mortgage on the metal industries and mines 
of the Ruhr, and the control over the collection of the 
excise duties from these industries. 

The demand for “ sanctions ”’ of this nature is not of 
recent date. It began with the occupation of three Rhine- 
land harbours on the right bank of the Rhine in February, 
1921, which gave the French industries a big strategic hold 
over the principal outlets of the Ruhr industries to the 
West. This was followed by talk of “ productive guaran 
tees,’ when the question of a moratorium was raised in 
the autumn of 1922. The Dariac report at last showed what 
the French heavy industries were aiming at. The French 
annexation of Lorraine, permanent control of the Saar, 
and of the Rhineland bridgeheads, was foreshadowed 
already during the war, and was embodied in the Franco- 
Russian secret agreement of February, 1917. This was not 
the work of French military megalomaniacs, as the German 
capitalist Press and pacifist opinion in England would 
interpret it. This was a landmark in the economic process 
of capital concentration in Europe, which already before 
the war was beginning to expand beyond national boun- 
daries. For in order to keep the huge plants of the 
Lorraine blast furnaces running at a profit the French 
capitalists had to secure a constant supply of Ruhr coke. 
According to the Bulletin, the organ of the Comité des 
Forges, for April 12th, 1923, the French metal industries 
require from six to seven million tons of coke a year from 
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the Ruhr in order to keep the smelting plants in France 
running. The moment it becomes necessary to cool down 
these furnaces, losses are sustained, for modern capitalism 
concentrates upon expensive plant (‘fixed capital”’), 
and hence output must progressively rise in order to pay 
interest on capital. Now as Germany’s incapacity to fill 
the gaps in the French Budget became clearer, and the 
prospects for the small investors in War Bonds of getting 
repaid got less and less, the opportunity arrived for the 
French heavy industries to take the lead in the solution of 
the reparations problem. For them a fall in the French 
france, in consequence of Budget deficits, was a matter of 
small concern ; indeed, they might even welcome it, for it 
would enable them to keep cost of production in France 
low by inflation, and undersell the industries of the high 
exchange countries, just as the German industrialists have 
done. The policy of “* productive guarantees ”’ in liquida- 
tion of reparations claims came more and more to the front, 
and the prospects of the French industries acquiring a first 
mortgage on the instruments of production on the right 
bank of the Rhine producing the much-needed coke 
became brighter and brighter. In his secret report to the 
French Government, M. Dariac, after describing the coal 
and iron industries on both banks of the Rhine, concluded : 
‘“* This is a matter which must be for us beyond all discus- 
sion. These are the guarantees, which we must on. no 
account relinquish.” 

The demand for the economic union of the areas in 
which the Ruhr and Saar coal, the Lorraine and Longwy- 
Briey ores are situated, has not been confined to France. 
As far back as May, 1915, when the German heavy indus- 
tries were beginning to make their voices heard in the 
councils of the Junker Government of Germany, a docu- 
ment was written by the confidential Parliamentary agent 
of the German metal industries, Herr Stresemann, con- 
taining the following passages: ‘‘In addition to the 
acquisition by us of the iron region of Briey the coal 
departments of the Pas de Calais ought also to be in- 
cluded. The acquisition of these territories make it 
essential that the population of these regions should not 
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be allowed to exercise political influence on German policy, 
and therefore the mining and other properties here should 
be taken over and the owners compensated by the French 
Government. . . . Our monthly production of steel is 
now one million tons, but this does not really cover our 
requirements, and an increase is desirable. The basis of 
this inerease is the minette of Lorraine, united with that 
of North France. But if we are to give back the fortress 
of Longwy with its numerous smelting furnaces in that 
region to the French, then we should have to carry on the 
next war with the enemies’ guns threatening the greater 
part of our Luxemburg steel plants.” And so we see that 
the Dariae and Stresemann reports, although separated 
by seven years from one another, speak one and the same 
language. They both say: Union of coke with iron ore. 
This was one of the main causes of the war, for coke and 
iron ore are the basis of all military strength, and the basis 
of all economic power and of profit-making. Therefore an 
inereasing concentration of the units of the instruments 
of production is inevitable in the near future, and Socialists 
need not be afraid to look these facts in the face, or to fear 
what the capitalists are doing, for these developments can 
all be put to good use when they come into power in 
Kurope. That concentration is bound to take place on 
one of three lines. Either the Ruhr coke may subordinate 
Lorraine and Longwy-Briey iron ore to its will (the Strese- 
man solution, which would have come about if Germany 
had won the war), or the Lorraine and Longwy-Briey iron 
ore may subordinate the Ruhr coke (the Versailles Treaty 
attempted solution, supplemented by the Dariac report 
and the French occupation of the Ruhr), or, thirdly, the 
ore and the coke, unable to dominate each other, agree to 
unite on a basis of equality (the possible results of British 
intervention in the Franco-German Ruhr conflict). 

The Versailles Treaty enabled the French heavy indus- 
tries, if not to dominate the iron and coal of the whole of 
the above-named regions, to at least go a good way on the 
road to doing so. In spite of the devastated areas the 
French coal production, which in 1918 was 40-8 million 


tons, was in 1922, with the Lorraine and Saar coal, 


q.T. L 
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32 million tons. In addition to this came, till the Ruhr 
occupation, 20 million tons of German coal and equivalent 
in coke under the Spa Agreement, making the Comité des 
Houilléres, which controis the coal distribution of France, 
the biggest coal merchant in Europe. The fall of the 
mark in Germany and the consequent disappearance of 
all chances of adequate cash payments in gold from 
Germany to balance the French Budget did not worry the 
Comité des Houilléres, which used the coal, produced at 
sweated German wages, to pay subsidies to French coal- 
owners. Also the amount of iron ore at the disposal of the 
French Comité des Forges is bigger than that at the dis- 
posal of any other European State. The pig-iron produc- 
tion of France in 1922 was 5-1 million tons, the iron-ore 
production in 1920 13-8 million tons, and in 1921 14-1 
million tons against 12-7 and 8-4 million tons in England, 
while French steel exports have risen from *4 million tons 
in 1913 to 1-3 in 1922. Against this the members of the 
German Verein der Deutschen Eisenhiitte have lost 75 per 
cent. of their iron ore sources and the Kohlensyndikat has, 
in addition to the loss of 10 per cent. in that part of Upper 
Silesia ceded to Poland, and 15 per cent. lost in Lorraine 
and the Saar, to give up another 10 per cent. of its coal 
production under the Spa Agreement. Nevertheless, this 
great increase of strength of the Comité des Forges and of 
the Comité des Houilléres over against its German counter- 
parts has not brought about the complete domination of 
the former over the coal and iron resources of Western and, 
Central Europe. The Versailles Treaty only solved half 
the problem as far as the French industry trusts were con- 
cerned. The Saar coal, acquired by the French under the 
Treaty, has proved itself entirely unfit for coking, being of 
too soft and gaseous a nature. English coal is too dear 
and the cost of transport too great for those French 
furnaces that are not fairly near the seaboard. The 
Lorraine and Longwy blast furnaces, therefore, have been 
to a great extent dependent on the Ruhr, which is the only 
large area, where there are numerous coal seams containing 
the requisite percentage of carbon, gas and ash to make 
good. coke. And the German Kohlensyndikat has not been 
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slow to use its control, which the Versailles Treaty failed 
to take away from it, over this valuable raw material of the 
iron smelting industry to its own advantage. It has 
obstructed every attempt of the Comité des Houilléres to 
modify the Spa Agreement and to secure that instead of 
1,720,000 tons of coal monthly, France shall receive 
1,775,000 tons, of which 620,000 tons shall be coke and 
100,000 tons fine coal for coking. Although the demand 
was practically the same, when reckoned in coal, there was 
a vital difference, because the second figure contained a 
much higher equivalent of coke. The Comité des Forges 
demanded this from the Kohlensyndikat through the 
Reparations Commission, and a big contest was fought 
out in the autumn of 1922 on this point. Although the 
Kohlensyndikat on paper agreed to the demands, in actual 
fact it did everything to obstruct the delivery of the coke 
in the proportion desired and tried to make the deliveries 
as much as possible in coal. It was, therefore, the question 
of the percentage of coal to coke that was the spark that 
set the Ruhr on fire in the New Year of 1928. But these 
pinpricks of the Kohlensyndikat were all part of the game. 
They were lovers’ quarrels, which may often be the most 
bitter on the eve of the betrothal. 

As a matter of fact the motives which prompted the 
members of the Comité des Forges to start out on the Ruhr 
adventure were various. The groups which had a domi- 
nant interest in the Lorraine and Longwy minette mines 
and blast furnaces, the de Wendel and Laurent groups, 
wanted the Ruhr occupation as a military guarantee 
whereby they could obtain a plentiful supply of cheap 
Ruhr coke. The idea of enforcing a 60 per cent. participa- 
tion in the German coal, steel and metal industries was 
quite secondary in their minds. Their smelting plants, 
built originally by Germans, are of the latest type, and they 
have no fear of German competition as long as they are 
sure of an adequate and regular supply of Ruhr coke. Not 
so the groups owning the steel works in the Pas de Calais, 
chief among which is Schneider-Creusot. The plants of 
these groups are not of the latest types. They fear the 
competition on the pig-iron markets of both the Lorraine 
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groups and of the German metal industries. They are 
interested, therefore, in the Ruhr action as a means not 
of securing coke, for which they have always relied upon 
England, but as a means of getting a majority, such as 
60 per cent., of the shares of the German metal industries 
on the right bank of the Rhine into their hands and of 
securing themselves against dangerous competition of the 
industries with superior plants. The Ruhr action is for 
them a means of getting the better both of their French 
rivals in Lorraine and of their German rivals on the right 
bank of the Rhine. Thus a remarkable three-cornered 
contest has been developing since 1922, and is clearly the 
next stage to a fusion on an international scale and to a 
concentration of capital to a degree that has been unknown 
hitherto. Whether the Lorraine group or the Pas de 
Calais group on the Comité des Forges gains the day, the 
result will be a Franco-German Coal, Iron and Steel Com- 
bine, provided that the Germans consent or are forced to 
enter as the third party. The position of the German 
heavy industries, however, is uncertain. Will they orient 
towards the French groups or continue the fight for 
independence with the aid of another combination of 
English and American finance ? * 

The German heavy industries, although they presented 
a united front against the French from the moment 
of the Ruhr occupation, are by no means united on the 
deeper issues of this contest. As I show elsewhere 
(Chapter V.), they are controlled by two powerful 
trusts, which are frequently in conflict with one 
another. Before them now lies the question whether 
they will develop their French connections and aim at 
the Franco-German combine. This solution would mean 
passing through a crisis, while the mark is being 
tuned up to the level of the france, as has already 
happened, in the Saar, where a Franco-German industrial 
combination, with a 60 per cent. French participation in 

* The German capitulation on the Ruhr, which has taken place since 
this was written, makes the Franco-German combine now inevitable. 
The only question outstanding is whether English industrial and 


banking concerns will take up a share, and if so what proportion th 
Comité des Forges will allow or be induced to give up. Haier pie 
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A German Labour cartoon indicating the feeling among Ruhr workers 
during 1923. French politicians push their military bogey into the 
Ruhr, and the German capitalist press incites the German workers to 
fight with the blinkers of the united front of capital and labour round 
their eyes. Meanwhile French and German coal and steel magnates 
are drinking champagne in heaven, having completed their business 
transactions, and profiteers plunder the workers’ families at home. 
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the Saar metal industries, under pressure of the French 
military occupation, has already been completed. If the 
Germans agree to this in principle, will they stand out for 
a French participation of only 40 per cent. in the indus- 
tries on the right bank of the Rhine, with a similar amount 
for themselves on the left bank, or will they try to get an 
all-round 50 per cent. ? There is no doubt that the idea of 
a participation of some sort has, in principle, much attrac- 
tion for many German industrial chiefs. Their blast 
furnaces were laid out originally for Lorraine minette, of 
which they used to receive two million tons a year before 
the war, when the minette mines were in their hands. 
Now, although they have laid out their plants with the 
help of money extorted from the German taxpayer, so that 
these plants can receive Swedish, Canadian, and Spanish 
ores, they have no desire to lose touch with the Lorraine 
minette, which is cheaper, not only as regards cost of 
transport but as regards the purchase price, as against 
the ores coming, as they do, from countries with high 
exchanges. Herr Stinnes particularly has frequently 
spoken in favour of an economic entente between the 
industries on both banks of the Rhine. Thus, at a meeting 
of the Westfalian industrialists in June, 1922, he said that 
German heavy industries must concentrate upon the pro- 
duction of coke for export, and that the rest of Germany 
must look elsewhere for its supplies. Also he said: ‘‘ We 
must at all costs have a definite settlement of the repara- 
tions problem, even if it means the French occupation of 
the Ruhr.” Again, on December 6th, 1922, the Zeit, organ 
of the heavy industry “* Volkspartei,’’ referring to the uni- 
fication of German coking with French smelting interests, 
said that this solution must be aimed at, even if it means 
some material sacrifice in cash payments by the German 
industries or a relinquishment of a portion of their shares 
in favour of French concerns. 

The other chance before the German trusts, favoured by 
that section of them which is more in touch with the inter- 
national banking world, is to extend their liaisons with 
English and American banks and business concerns, and 
to rely upon long-term credits and a permanent stabilisa- 
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tion of the mark. This would be a more painful operation, 
and would probably involve the laying still of a greater 
part of Germany’s industries. The unemployment which 
would inevitably follow from bringing the mark in some 
fixed relation to the dollar and sterling is appalling to 
contemplate. But the German trusts would not lose, for 
they would increase their holdings in industrial securities 
in non-German countries in return for letting the British, 
American, and the international finance houses participate 
in German investments to the extent of controlling their 
heavy industries. This would be the price for escaping 
from the Franco-German combine, in which for many 
years to come the French industries would probably have 
the dominating influence. This solution would, of course, 
reduce Germany to a vast pawnbroker’s shop, in which 
English and American banks would buy up national pro- 
perty at knock-out prices, and the German trusts would 
get their commissions and a share in the subsequent 
profits. Germany would become a colony of an inter- 
national finance oligarchy. Large blocks of active capital 
would be converted into passive capital. The former 
holders of German industrial shares would now hold the 
scrip of international loans and of mortgages on the public 
works of Germany. The deadweight of interest-bearing 
paper would press down, as an intolerable burden, upon 
the German population, who would pay in unemployment 
and cuts in the already starvation wages. This is certainly 
the solution which is desired by large industrial and 
trading interests in England and America, as witness the 
Memorandum of the British Chambers of Commerce in 
February, 1928. While on the one hand they would 
regret the loss of the German market which would result 
from a complete ruin of the purchasing power of the com- 
munities of Central Europe, still they would hope to com- 
pensate for this in other parts of the world, and, in the 
meantime, this method of stabilising the mark and buying 
out the German capitalists would rid them of a rival 
which can be troublesome, even if defeated. 

It is a sign of the times that the air in Western Europe 
is full of the speeches and writings of economists and poli- 
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ticians of pacifist, humanitarian, and Socialdemocratic 
leanings, demanding a “return to reason,” and appealing 
against a “‘ peace of violence.” These people are at pains 
to show that if only the statesmen of Europe would be 
reasonable and impose moderate indemnities, exchanges 
could be stabilised and Europe would flourish once more. 
In so far as their utterances are an indication of a rising 
consciousness that Europe is an economic unity, they are 
to be welcomed. When, however, pacifists, humanitarians, 
Labour and Socialdemocratic leaders, come to the question 
of an alternative policy for reconstructing the world, they 
fail to produce anything which is at all distinctive from 
that which has already been applied to deal with the 
European situation. And the reason why they fail is 
because they do not appear to see the social and class 
issues which are involved. But in this connection it is 
particularly important for the Labour and Socialist move- 
ment in Europe to avoid illusions and to have a clear 
policy on reparations and reconstruction. 

Now it is obvious, from studying the resolutions and 
decisions of the various Labour and Socialist parties in 
Western and Central Europe, that, whatever policy they 
may be following in home affairs, they are, in all matters of 
foreign affairs, completely under the influence of the 
middle class and capitalist parties. But for the Socialist 
movement home and foreign policy cannot be separated. 
Socialism cannot be supported in internal and flouted in 
external politics. And yet that is just what has happened. 
For instance, going back a little in the history of this 
matter, it will be remembered that the Joint Conference 
of the Second International with the Vienna International 
in Frankfurt in February, 1922, and of these two Inter- 
nationals with the Amsterdam Trade Union International 
in July, 1922, passed two resolutions, which laid down 
certain conditions for the solution of the reparations 
problem in Europe. These conditions contained, when 
boiled down, three principal points: (1) The limitation of 
the German liability to the restoration of the devastated 
areas of France by means of payment in kind and in 
labour ; (2) the cancellation of inter-Allied war debts and 
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the education of American opinion to secure the renuncia- 
tion of its claim on Europe ; (8) inter-Allied loan to Ger- 
many to enable her to fulfil her obligations. 

In regard to (1) it would be well to ask why it is thought 
necessary to single out the war destruction in a single area 
of Europe and make the German people solely responsible 
for it. It is true, the destruction of the mines of North 
France was a deliberate act of sabotage, ordered by the 
German General Staff. But why not reckon also the 
destruction by the armies of France’s ally, Tsarist Russia, 
in Galicia, Poland and East Prussia, and that done by 
order of the British military authorities in the oil fields of 
Rumania in the autumn of 1916, or that done by the Allied 
armies and Russian White armies in the wars of interven- 
tion in Russia? Why stop half-way and select only one 
incident of the warin one area? Ifthe Second, the Vienna 
and the Amsterdam International do not believe in 
Germany’s sole war guilt, why should they make proposals 
which suggest that they still have doubts about the matter ? 
For if once the guiltiness of one nation is admitted, and of 
the others condoned, an argument is put into the mouth of 
the financial and industrial interests, who, as I have shown 
above, are the real people behind the whole reparations 
policy of the Allies and who are using it for self-aggrandise- 
ment and to bolster up the rocking capitalist system of the 
world. 

In regard to point (2), cancellation of inter-Allied debts, 
I think it will be clear from the above that this idea is 
Utopian as long as the capitalist system exists. 
First of all, international cancellation of war debts is 
only possible if the only country to whom war debts 
are owed, and who owes nobody anything, is prepared 
for a large sacrifice. But has not the history of the 
Imperialist phase of capitalism shown time and again that 
policy, and particularly foreign policy, is determined by 
the highly-concentrated units of capital in the form of 
bank combines and industrial trusts, and that the greatest 
political weapon which these have is a debt? And is it 
. therefore likely that the American banks, which originally 
subscribed to the Liberty Loans, will allow these rights to 
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be cancelled without securing a very substantial mortgage 
on the natural resources of Europe, just as the French 
Government, on behalf of the French trusts, are pressing for 
mortgages on Germany’ s natural wealth i in the Rhineland ? 
Not to realise this is to shut one’s eyes on inconvenient 
facts. Of course it is not surprising that the idea of can- 
celling inter-Allied debts should be rather popular in Eng- 
land, for England owes and is owed, and the two amounts 
roughly cancel each other. Moreover, neither the small 
investor nor the City banks would be seriously hit by 
cancellation of the French and Italian debts, if they were 
at the same time spared the taxation necessary to pay the 
debt to America. And as for the magnates of the F.B.L., 
they are swimming in Mesopotamian oil and burrowing in 
Anatolian coal, and are not much worried about German 
indemnities. Indeed, under these circumstances debt 
cancellation may prove a powerful weapon in the hands 
of one national capitalist group, helping it to retain its 
position against another. Asa matter of fact, the question 
of debt cancellation by America has already been settled 
in a sense opposed to that of the Frankfurt resolution by 
the coming into power in England of a Government which 
represents the big investment houses and banks of the 
City of London, and which has hastened to sign the Anglo- 
American debt settlement, whereby the British working 
classes and small middle classes will have to shoulder the 
burden of the European debt to America, or a great part 
of it, for many years to come. But this has given the 
British banks and industries a political weapon against 
French rivals, which they can use to full advantage. 
Thus the Utopian wishes expressed at the Frankfurt 
Conference are now less likely to mature than ever. 

And as regards point (3)—an international loan to enable 
Germany to meet her obligations, imposed on her by the 
war indebtedness of the Allies—it is necessary to ask, 
under what conditions is this loan going to be floated ? The 
only people who are in a position to float it are the very 
people who are most interested in securing a first mortgage 
on the national property of Germany, that is the inter- 
national money-lending houses, who have their branches 
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in all the capitals of Europe and America. Is it likely that 
these people will listen to the Siren-voices of the leaders 
of the London International, calling for sweet reason, when 
so rich a prize as the national asset of the German people 
and an unlimited supply of cheap German labour lies 
within their grasp? For if they were left to themselves 
they would make an international loan as great an instru- 
ment of social oppression as the reparations. Supposing, 
for instance, the German liability was reduced from 
182 milliards to 30 milliards—a sum which would roughly 
cover the cost of restoring the devastated areas—and that 
this sum was lent to Germany by the international money 
merchants. Then at present rate of interest and sinking- 
fund, Germany would have to find about two and a quarter 
milliard gold marks annually, or, roughly, the same amount 
that she has had in theory to find after the reparations 
readjustment at the Cannes Conference! The problem is, 
therefore, much deeper than the London International 
leaders have imagined and cannot be solved by financial 
juggling within the framework of the capitalist system. 

An even more serious development from the point of 
view of the International Labour and Socialist movement 
was the Conference of the Socialist parties of France and 
Belgium with the British Labour Party in Paris, in April, 
1923, at which a full reparations plan was drawn up by the 
French and German Socialists, Auriol and Hilferding, and 
adopted.* According to a communication in the Daily 
Herald for March 29th, 1923, the plan contained provisions 
for (1) the final reparations payments of Germany to be 
fixed by an impartial tribunal on the basis of her capacity 
to pay ; (2) the reconstruction of the devastated areas of 
France and Belgium to be a first charge on those payments 
and to be undertaken immediately with the aid of German 
labour, on the lines of the plan agreed upon two years ago 
between the French C.G.T. and the German trade unions ; 
(3) the settlement of the inter-Allied debts to be considered 
in its relation to the problem of the German indemnity. 


* At the moment of writing, the plan is kept a strict secret to the rank 
and file of the Labour and Socialist movement in Europe, although it has, 
according to Jean Longuet, in the American journal, World, for March. 
31st, 1923, been communicated to President Harding. 
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The same decision on reparations as was foreshadowed — 
by the Auriol-Hilferding plan was reached by the Labour 
and Socialist International Congress at Hamburg in May, 
1923. The main points of the resolution on reparations 
passed by the Congress were: (1) The restoration of the 
devastated areas as the essential condition of the establish- 
ment of moral and material pacification of Europe, these 
costs of reparation to be borne by Germany, because this 
moral obligation was proclaimed by the German Trade 
Unions and Socialist parties in Amsterdam (1921) and in 
Frankfurt (1922) ; (2) the limitation of German reparations 
obligations to actual material damage, excluding entirely 
any payment on account of military pensions; (3) the 
settlement of the sum still due from Germany at a figure 
equivalent in present values to the actual amount due for 
material reparations ; (4) the adoption of a plan of pay- 
ment which, by means of international credit operations, 
shall make it possible for Germany to free itself in the 
shortest time practicable from its burden of indebtedness, 
whilst at the same time placing at the disposal of the 
creditor States the funds necessary for their reparations ; 
(5) the conclusion of agreements between the various 
Governments securing that all such payments shall be 
devoted exclusively to reparations in the strict sense of the 
word. 

To this it may be said that on the terms ‘ material 
damage ” and “ material reparation”? many interpreta- 
tions might be put. They contain the germ of the recog- 
nition that the German people as a whole, and not the 
capitalist class of Kurope as a whole, was responsible for 
the destruction of property in various parts of the Con- 
tinent. Nevertheless, it is a tardy step in advance to have 
the admission that military pensions should be excluded 
from reparations. On the other hand, points (1) and (2) 
of the Auriol-Hilferding plan, as published in the Daily 
Herald, might easily be construed into meaning that Ger- 
many is liable also for pensions, since no mention is made 
of its exclusion. But let that pass. The crux of the whole 
reparation policy of the new Labour and Socialist Inter- 
national is the settlement of the material reparations sum 
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by an “ impartial tribunal ” and the adoption of a plan of 
** international credit operations.’ There is no word about 
forcing the German trust magnates, who are hiding their 
capital in neutral and Entente countries, to pay their 
share. There is no provision to secure that the reparations 
burden, even in its reduced form, shall not be immediately, 
as has been the case in the past, either by inflation or in the 
_ course of currency stabilisation, thrown on the shoulders 
of the small rentier class and working class in Germany. 
There is no guarantee that the material reparations, when 
delivered, shall not become an object of plunder and profit 
for the German-producing capitalist, for the French or 
British receiving capitalist, and for a swarm of middle 
men between them. The whole mentality of the persons 
who composed the Hamburg resolution on reparations is 
moving in the plane of a capitalistic solution of the 
economic crisis in Europe. There is no vestige of a thought 
that the crisis is due to the existing social and economic 
system, which must be got rid of if there is to be prosperity 
once more. ‘“ Impartial tribunals” for “ international 
eredit operations ” are obviously organs of the existing 
capitalist system of production and exchange. 
Presumably some body is to be set up like the financial 
commission of the League of Nations, to whose tender 
mercies the naked body of the Austrian Republic has been 
delivered over, bound hand and foot. Now to appoint the 
financial commission of the League of Nations, or any 
international capitalist body of this kind, to settle a repara- 
tions problem in the interest of the International Labour 
and Socialist movement is like turning a goat in to look 
after a garden. The Pierpont Morgans, Rothschilds, and 
various international Jewish banking-houses, which origi- 
nated in the Frankfurt ghetto, will, I am sure, be very glad 
to lend money to the bankrupt States of Europe, especi- 
ally if they get the blessing of the London International 
into the bargain. But on what terms? We know what 
they meant for Austria—the dismissal of thousands of 
State employees without provision for their future, the 
seizure and administration in the interests of a foreign 
financial commission of important public revenues, and the 
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establishment of this commission in a privileged position 
over the Austrian Parliament, so that the Austrian Socialist, 
Otto Bauer, member of a party now belonging to the new 
Labour and Socialist International, felt constrained to say 
recently in a speech in the Austrian Parliament, that the 
“‘ national assets of the country were being administered 
in the interests of foreign capital.” And that is the alter- 
native for Germany. In place of paying tribute to the 
Franco-German Coal, Iron and Steel Combine with 
sweated wages and falling currencies, the German workers 
will be paying tribute to the international money lords 
under British and American Government protection in the 
form of long hours and unemployment. From the infla- 
tionist frying-pan they will have jumped into the defla- 
tionist fire, with the applause of the Socialist and Labour 
International and of the leaders of the British Labour 
movement, who, doubtless, have no idea what a good turn 
they are doing to the powers behind the British Govern- 
ment. 
* * * * * 

What, then, should be the policy of the Socialist and 
Labour movement in Western and Central Europe on 
reparations and the reconstruction of Europe? First it 
should apply the same standards to foreign policy as it 
applies to home policy. If the decision of the Edinburgh 
Conference in 1922 forbids the British Labour Party to 
enter into a coalition with the Liberal Party, it should not 
support a solution of the reparations problem which 
prominent Liberal and Conservative politicians have made 
their own. It is necessary first to realise that reparations 
can only be paid by a country with an active economic 
balance; that Germany, under capitalist rulers, has a 
passive economic balance, 7.e., an increasing percentage 
of the national income is withdrawn from the German 
workers and accumulated in the hands of German capita- 
lists abroad ; that the standard of living of the population 
in Germany is ever falling, and that from this impoverish- 
ment, however, a small oligarchy of Germans, owning the 
means of production in the country, have completely 
escaped ; that this impoverishment in Germany is only a 
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rather more acute phase of the general impoverishment of 
the small middle and working classes throughout all 
Europe : and is the chief hindrance to European reconstruc- 
tion ; that it cannot be stopped so long as the present 
economic system of production for profit exists, and that | 
this system will continue unchecked until the means of 
production, distribution and exchange are in the hands of 
the producing and consuming classes of Europe. In order 
to start at reconstruction, therefore, it is necessary to stop 
repeating humanitarian shibboleths and to come down to 
facts, and then it might be possible to lay down the three 
following points, upon which a beginning might be made 
by the Labour and Socialist International : 

(1) The rejection of the whole of the Versailles Treaty 
from beginning to end and the abolition of the whole 
principle of reparations and indemnities, extracted in the 
form of inflation or of interest on international “‘ recon- 
struction ” loans from the working population of any one 
country ; the reconstruction of the areas of the world, 
devastated in the war, from an international fund, financed 
either by a levy on capital or by a State mortgage on 
industry, or from the profits of nationalised industry, the 
whole fund to be administered under the control of an 
International Labour Commission; the actual work of 
reconstruction of the devastated areas to be undertaken by 
direct labour and by agreement between the co-operative 
societies, building guilds and trade unions of the countries 
concerned, as foreshadowed by the agreement between the 
French and German trade unions signed in the autumn 
of 1922, but never carried into effect through the obstruc- 
tion of French and German capitalist interests. 

(2) The annulling of war debts in all lands, provision 
to be made for small holders of stock and for persons 
unable to work. 

(8) A plan of action for the International Labour move- 
ment to secure by Parliamentary or by direct methods, 
whichever is most promising from a tactical point of view, 
the nationalisation of the principal key industries of each 
country and the State control over the banks. 

Needless to say, the realisation of these three points, if 
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attempted, would raise deeper political issues, which might 
obscure the immediate ones. Nevertheless they would be 
the means of opening the struggle and of mobilising the 
whole force of International Labour by putting an end in 
the minds of the working peoples of Europe to a philosophy 
symptomatic of capitalism in its final period of decay—the 
philosophy of indemnities. 


CHAPTER IX 
LABOUR AND CAPITAL IN GERMANY DURING THE 
PERIOD OF INFLATION 


In order to get at the truth about the position of the 
producing classes in Germany to-day, it is necessary first to 
realise that prices, wages and currency have since the war 
never been comparatively static, as in the countries with 
high exchanges, where periodical readjustments take place, 
but present a caléidoscopie picture of ever changing 
relations. It may be said without exaggeration that 
Germany to-day is a country where the owners of the 
means of production have, since the war, learnt with con- 


s derable skill the art of manipulating these relations to 
“Tei onnaddvantageand tothedisadvantageof the working 
and small investing classes. In this task of scientific 
currency inflation they have been assisted by the Govern- 
ments of the Allies, who by their policy of attempting to 
extract cash payments from Germany in liquidation of 
their war debts, play into the hands of those who corner 
foreign currency values on the German Stock Exchanges. 
The history of the four years after the Armistice has 
been one of an attempt to impose the after-war burden 
on one group of countries alone. What has been the 
effect of this on the distribution of wealth within 
Germany? That is the question that we shall put in this 
chapter. 
It is no exaggeration to say that the results of the social 
struggles in Germany which followed the war, and which 
began with the so-called ‘‘ Noske period,” have not been 


_to the advantage of the working classes and small middle... 


__ classes in Germany. This is the price that has been paid 
by the Socialdemocrats for holding back the big mass 

movement at the end of 1918. This was the fruits of 
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entering into coalition with the capitalist class and of four 
years of a policy of compromise. 

One way in which we may test the relation between the 
standard of living of the working classes in Germany to- 
day and the standard at the close of the war is to look at 
the official figures for movements of prices of the most 
important raw materials of industry in relation to the gold 
dollar and then to compare the movements in the exchanges 
thus obtained with the figures for wages and employment. 
_If this is done it will be seen that there are distinct periods 
of inflation, corresponding exactly with periods of good 
employment, but not corresponding with the movements 
in the rate of remuneration of labour in gold values. Let 
us take 100 as representing the value in gold dollars of 
1,000 kilograms of pig-iron in Germany in July, 1919, and 
100 as representing the value of the gold dollar in marks 
on the Berlin Bourse in the same month, and we get the 
following relations :— 


1921. 1922. 


Value of gold dollar in 
marks on Berlin Stock 
Exchange . 4 . |100 | 169 | 146 | 146 | 446 | 350 | 461 | 923 | 740 


Value of 1,000 kilos of Ger- 
man pig-iron calculated 
in gold dollars at rate on 
Berlin Exchange . - |100} 72/160)180} 92)100} 50} 32) 70 


Value of 1,000 kilos of Eng- 
lish pig-iron calculated 
in gold dollars at rates 
quoted for pound and 
dollar in London - {128 | 130 | 160|165 | 160}100} 90} 92] 86 


Now from these figures we see, firstly, that the price of 
one of the chief raw materials of industry in Germany rises 
and falls in inverse ratio to the value of the gold dollar in 
Berlin. What effect does this have on the export trade ? 
As mentioned in Chapter VIII., there were three periods 
of inflation between 1919 and 1922: the first. one from 
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November, 1919, to March, 1920; the second from Novem: 
ber, 1920, to January, 1921; and the third one from 
September, 1921, to January, 1922. In each case the rise 
in the dollar in Germany enabled the producer of German 
pig-iron to undersell the producer in England, where the 
relation of the sterling to the dollar had only undergone a 
small fluctuation during this period—at first a small infla- 
tion till the middle of 1920, and then a continuous deflation. 
It will be seen from this table that in each of the periods 
of inflation the gold value of German pig-iron was below 
the gold value of the English product by about 60 points. 
When this point was reached, the export business of all 
goods having pig-iron as their basic metal became exceed- 
ingly profitable, if it took place from Germany to a country 
with the currency in the position of that of England. On 
the other hand, in the short periods of deflation in Ger- 
many, in July and August, 1920, and in June, 1921, the 
price of German pig-iron was up to the gold value of the 
same product in England, and in one case was actually 
above it. In the later period of 1922, not included in the 
table, the same movements are observed. In July, 1922, 
German iron prices were above world market prices, the 
dollar having risen in Berlin 180-fold above the pre-war 
rate, while the price of pig-iron had risen 280-fold. But 
the collapse of the mark in that and the following month 
caused the dollar to rise 450-fold and the price of iron 
remained stationary. The same table could be worked 
out for the gold values of German coal, and in each case it 
would be found that the periods of inflation of the German 
currency coincide with a gold value of German coal below 
that of British coal. Thus, in the summer of 1920, the 
second post-war inflation of the mark resulted in large 
shipments of German coal to England and France at 
dumping prices, and was one of the reasons for the great 
attack of the British coal-owners on the British miners in 
the spring of 1921. Having beaten the British miners it 
was possible, in the relative deflation in the German mark 
between January and July, 1922, to place British coal on 
the German markets at an average of 8,400 paper marks 
a ton—about the price of German coal. But the mark 
M 2 
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collapse in July and August caused the price of British coal 
f.o.b. Hamburg to rise to 14,000 paper marks a ton, while 
German coal kept at about 4,000 marks. It is thus clear 
that the German heavy industries and the exporting manu- 
facturers are vitally interested in the process of marrying 
inflation to the costs of production. In this, of course, 
they were assisted by the decision of the Allies at Spa 
to enforce coal deliveries from Germany as part of the 
indemnities. 

That the activity of German industry has been, in the 
last three years, in direct ratio to the rate of depreciation 
of German currency is also seen by the statistics for un- 
employment published periodically by the Frankfurter 
Zeitung. Thus, if we take the figures for registered unem- 
ployment in Germany in November and the value of the 
mark in exchange with the dollar on the same date, 1919, 
as 100, we get the following figures :— 


1919. 1920. 1921. re A EOgey 
SS Se ee 
Nov. | July. | Nov. | Feb. | June.| Nov. | Feb. ; July. 


ee a 


Gold value of mark in 
Berlin . : - | 100 | 170 | 113 | 1388 | 86} 50} 80} 40 


Registered unemploy- 
ment in Germany . | 100; 128 | 80| 89}; 80] 45| 49| 32 


During the inflation period of the late summer, 1922, 
unemployment practically disappeared from Germany, 
but became again rife as soon as the mark stabilised at 
somewhere round 100,000 to the sterling, as the result of 
the financial measures taken by the Reichsbank, with the 
consent of the German trusts, to resist the French invasion 
of the Ruhr in 1923. 

We see, then, that the owners of the instruments of 
production in Germany have, between 1919 and 1922, 
annexed the difference between the prices of raw material 
in Germany and the prices for the same article outside 
during the time that the mark is falling on the foreign 
exchanges and until the moment comes when the home 
prices have reached the world market prices. Now, one 
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may ask, has the remuneration of labour in money values 
kept pace with these movements of the exchanges and 
prices in the periods under review? Only if this is the 
case can it be said that the German nation, as a whole, is 
interested in the maintenance of the inflation process. As 
a matter of fact examination shows that the inflation is 
only to the advantage of one very small class in the com- 
munity, the owners of industrial and finance capital. Let | 
us follow the movements of the wages in the principal’ *}” 
industries. In the first period of inflation from November, 
1919, to March, 1920, there are not sufficient materials | 
available, because of the general disorganisation accom- | 
panying the political struggles at that time. But in the 


second period, from November, 1920, to January, 1921, | 
we get the following picture. In the memorandum of the 
General Federation of Trades Unions, presented to the } 
German Government in February, 1921, as material for | 
the London Conference on Reparations, statistics were | 
given of the wages of 2,300,053 workers, classed into three | 
categories, and extending over thirty industrial areas of | 
Germany. The first category included 1,444,851 workers, 
and it was found that their wages had risen by December, 
1920, 9-fold, against 1914. The second category included 
817,706 workers, whose wages had risen 6-5-fold in the ‘| 
same period, and the third category included 37,496 
workers, whose wages had risen 4-2-fold. According to 
statistics collected by the ‘‘ Betriebsraetezentrale ” (Work- 
men’s Council National Executive for Germany), the wages 

in the individual trades had risen between 1913 and 
December, 1920, as follows: building trade, 8-fold for 
masons and cement workers, 6-fold for assistants ; leather 
trade, 6-fold ; wood industry, 7-fold for carpenters, 5-9- | 
fold for turners; textile trade, 7-fold for spinners and 
weavers, 9:3-fold for women weavers; clothing trade, 
7-fold for tailors, 5-5-fold for dressmakers ; engineering 
trade, 5-6-fold for smiths, 6-fold for machinists, and 7-9- | 
fold for assistants. It may be noted, in passing here, the 
strong tendency for the unskilled grades and women to | 
rise at a greater rate than the skilled grades, a process 
which has continued in Germany even since the war. Again, 


166 GERMANY IN TRANSITION 


if one takes the figures declared as wages for the State 
Insurance scheme for the miners, and divides them by the 
number of miners with insurance cards, one finds that, 
with the wage index of 1913 at 100, the figure for Decem- 
ber, 1920, is 788. One may say, therefore, that the general 
tendency for wages up to December, 1920, was to rise on 
an average 8-fold the pre-war rate. 

Now if one takes the official figures of the Statistische 
Reichsamt for the cost of the principal articles of food, we 
find that for December, 1920, the figure is 1,265 against 
100 for 1914. In other words, the rise here has been 
twelve and a half times the pre-war as against an average 
rise of éight times in wages. aT aN et Renee 

Again, if we take the third period of inflation from 
September, 1921, to January, 1922, we find the following 
rises in principle trades in November, 1921, against 1914: 
building trades, masons, 12-fold; engineering trade, 
machinists and turners, 12-fold ; miners, 12-fold ; textile 
trades, average 11-5-fold. On the other hand the rises 
in prices show the following figures. According to the 
Statistische Reichsamt the principle articles of food had 
risen in November, 1921, 20-fold, and according to the 
index number of the Frankfurter Zeitung, textile and 
leather wares had risen 80-fold, metals 20-fold. In the 
inflation period, which began in mid-summer, 1922, we 
find that in August, 1922, the wages in the engineering, 
mining, textile, building and chemical industries had risen 
roughly 50-fold, while the price of iron bars had risen 
230-fold, the pre-war price, finished textile wares 300-fold, 


, beef 57-fold, sugar 146-fold, margarine 150-fold. 


The above figures do not give in any way a full picture of 
the true position in a German working class household. 
They do not first of all take into consideration the fact 
that two very important items of expenditure, those under 
the heading of bread and rent, are left out. These out- 
goings are kept artificially low, bread prices having risen 
in August, 1922, 57-fold above pre-war and rent 60-fold. 
Up to the spring of 1922 this low price was attained, at 
least as far as bread was concerned, by State subsidies, 
which under the taxation system prevailing in Germany 
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during the inflation periods meant that, in the long run, 
they were paid by the consuming public and the wage- 
earners. The low rents, on the other hand, hit the small 
house-owner and wide sections of the lower middle class. 

Secondly, it must be born in mind that the official price 
Statistics in Germany do not give a correct idea of the 
amount of outgoings in a working-class family. They do 
not show how much a working-class family spends on 
food, how much on rent, and how much on clothing. Nor 
do even the private statistics, like those of Kucznuski and 
Calwer. And yet it is a common phenomenon, noted in all 
Trade Union and Labour publications in Germany, that 
since the war the expenditure of the working classes has 
been concentrated almost entirely on the purchase of food.* 
The fall in the purchase-power of wages has brought it 
about that the family spends a far larger proportion of its 
income on food than hitherto, so that little or nothing is 
left over for clothing and sundry other purchases. More- 
over, the various statistical tables produced in Germany 
are based on wholesale prices and do not allow for the fact 
that the consumers get their food at prices really above 
these figures. 

Thirdly, it must be borne in mind that 10 per cent. of the 
wages of all earners goes in income tax and that wages are 
always paid out based on prices prevailing one month 
before.t Thus the whole mechanism of profiteering under 
inflation can be seen. Suppose the mark falls in Septem- 
ber, making costs of production in Germany lower than 
in England. The German exporter makes his contract. 
Prices rise in October, but the wages based on the risen 
prices are paid in November or December. Thus the 
employer gets two months of cheap labour. By December 
the mark falls again. In this way progressive impoverish- 


ment of the worker has gone onin Germany. According to ° 


* According to the Socialdemocratic organ, Volkstimme (Frankfurt) the 
amount spent by a working-class family on food is now 80 per cent. of 
its income, whereas it was 45 per cent. in 1914. 

{ Since the now catastrophic mark falls (autumn, 1923), wages are 
paid weekly on an index, based on the dollar exchange. But even 
this short period is sufficient to rob the worker of # large part of his 
wage by Stock Exchange manipulations. 


168 GERMANY IN TRANSITION 


Kuczynski: ‘ Before the war wages were 45 per cent. above 
the existence minimum ; in the first half of 1922 they were 


10 per cent. above, in October, 1922, 33 per cent., and in 


December, 46 per cent. below.” This is, then, the broad 
results of inflation in Germany, as seen by comparing 
wages, prices and currency values between 1919 and the 
end of 1922. 

Is it possible, then, to estimate in figures to what extent 
the real or gold value of the wage of the German worker 
has fallen? Is it possible to estimate the values created 
by labour, that value retained by him and that withheld 
from him in rent and profit, ¢.e., the surplus value? If so, 
have these values changed in proportion to one another 
as the result of the inflation, and to what extent? Now it 
is possible to get some idea of this for Germany by taking 
a number of branches of the national industries and 
finding out how many hours a German workman must work 
in 1914 and now in order to obtain a given quantity of 
articles. Let us take the case of Germany’s food supply 
first and see what labour is required to win bread values 
now and what was required before the war.' It is known » 
that 276 kilograms was the amount of cereal food at the — 
disposal of each person in Germany in 1914. The head 
of each family of five, therefore, had to earn in that year, 
by his labour, 1,380 kilos at the price of 18 pfennigs per 
kilo, i.e, 248 marks. Taking an average wage in that 
year in the metal, mining, textile and building industries 
of 60 pfennigs an hour, that would mean that a man with 
a family of five must work 414 hours in one year, in order 
to earn the amount of bread available for him at that time, 
In 1922, in order to earn 1,380 kilos, which cost 11 marks 
50 pf. per kilo, he must earn 15,892 marks per annum. 
Taking the average rise of wage in March, 1922, in the four 
above-mentioned industries as twenty-five times above the 
wage for 1913, it will be seen that the head of a German 
family of five must work for 635 hours in order to earn the 


, Same amount of bread for his family as he obtained in 


1918. As a matter of fact there are not 276 kilos, as in 
1914, but only 198 kilos, available to-day for each person 
in Germany, owing to the fall of cereal production and of 
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imports from abroad. This means that in actual fact the 
head of a family of five must earn 995 kilos, which at 
11 marks 50 pf. means that 12,885 marks must be earned 
in one year in bread alone. In other words, he must work 
495 hours a year or eighty-one hours more, in order to win 
78 kilos of bread less than in 1914. 

If now one approaches the wider and more difficult ques- 
tion concerning the percentage of industrial value, accruing 
to German labour in real wages, one can obtain some results 
in certain industries. Let us take coal. The German 
miner has secured since the war, legally, a reduction of his 
hours from eight and a half to seven hours a shift (half an 
hour overtime a day was worked from 1920 to 1921, and 
ag in after September, 1922). In this sense he has secured 


a certain improvement. But the owners have got. more_. 
than_their own_back-in-their-manipulation of the ratio_ 


‘between | prices and wages, as the following figures show : — 


1922 

Ms sat : (April). | Rise. ; 
Wages per ade of coal getter 

in Ruhr 75 pf. 28 marks. 37-3-fold. 
Average pithead price of 

“Fettkohle” perton .| 14 marks. | 800 marks. | 57-fold. 
Amount produced re hour 

per man “ 104 kilos. 84 kilos. © —_ 


Selling value of coal pro- 1 mark, 62 marks, | 42-9-fold. 
duced per hour per man . 95 pf. 20 pf. 


Now taking the selling value of the coal produced per 
hour per man and comparing it with the wage per hour of 
the coa! getter, one can see that the value retained by the 
German miner in wages amounted to 51 per cent. of the total 
value of the coal produced in 1914, and only 45 per cent. in 
April, 1922. 

These figures show a comparison between 1913 and the 
early months of 1922. As a matter of fact, according to 
the figures of the Bergarbeiter Zeitung (the official organ 
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of the German Miners’ Federation) for July 23rd, 1922, the 
inflation which began in July, 1922, and which brought 
* Fettkohle ” in Germany to 1,218 marks a ton in that 
month, was accompanied by a rise in wages which brought 
the miner’s portion of the value of one ton to 485 marks, 
i.e., to only 40 per cent. of the value which he created, the 
remaining 60 per cent. going to running expenses, fixed 
charges and profits. In November, 1922, the miner’s 
wage was only 28 per cent. of the pit-head price of “* Fett- 
kohle,”’ and in January, 1928, in the tremendous exchange 
collapse that followed the Ruhr occupation, it fell to 15 
per cent. In the period between 1914 and January, 1923, 
wages had risen 800 times and coal prices 3,000 times. 
This was the effect of inflation on the real wages of the 
German miner. 

Now if we compare the remuneration of labour, and of 
the values created by labour in the basic, or raw metal 
industries, with that in the finishing metal industries, we 
get further interesting results. If the remuneration in 
gold of German labour had remained the same since 1914, 
then the selling price of the values created by labour 
would have risen in the same proportion in both basic and 
finished metal industries. But the facts can be seen from 
the following figures, which I have compiled from material 
collected from various sources in Germany :— 


1922 
1914. (April). Rise. 
Average weekly wage of 
three categories of metal 
workers with a family of 
four . : : » | 36 marks. | 1,005 marks. | 27-9-fold. 


Price of iron bars per ton 97 marks. | 7,050 marks. | 72-6-fold. 


Figure representing pro- 
duction of iron bars per 
week perman . - | 100 marks. 73 marks. —_ 


Figure representing value 
of iron bars produced 
per week per man . | 100 marks. | 5,326 marks. | 63-26-fold. 
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In other words, the value produced weekly by the workers 
in a basic metal industry had risen 58-26-fold, and the value 
accruing to the iron workers in wages had risen 27-fold. If, 
now, we go to the German finished metal industries, we 
find that, although the wages had risen, as in the basic 
metal industry, 27 times, selling prices of the finished 
articles had risen only 37 times up to March, 1922. This 
means that in Germany the finished products, containing 
a high percentage of labour value, had risen at this time 
less in price than the basic raw products, containing a 
low percentage of labour value. In other words, of the two 
forms of variable capital, wages and raw materials, wages in 
Germany to-day form a lower percentage of the total value 
of the finished product than they did in 1914. 

This was the great fact in German economic life up to 1928. 
For it explains the paradox of a country, with industries 
in full swing, working overtime, without unemployment, 
but with bankrupt State finances and a half-starving pro- 
ducing class. Even the statisticians and economists of the 
German middle classes, like Kuczinski, confirmed this, for 
the latter wrote in his Finanzpolitische Korrespondenz, 
No. 26: “‘ Wages and salaries in Germany represent so 
low a percentage of total selling values that the use of sub- 
stitutes for labour power, such as labour-saving machinery, 
is regarded as irrational now and no employer thinks much 
about the number of workmen he employs.” This is, then, 
the cause of the almost complete absence of unemploy- 
ment in Germany during the periods of inflation, when 
the mark was falling into the abyss and millions of small 
investors were being ruined. The low costs of production 
in Germany enabled the owners of fixed capital to rob the 
workers of their portion of the variable capital of industry 
(i.e., their wages) and to annex it to surplus value. 

But it may be argued: (1) German labour has secured 
an eight-hour day by law, which may fully make up for 
the loss in real wages ; (2) that a portion of the variable 
capital of German industry, which is docked off the 
workers’ wages by inflation, does not go to profits or 
surplus values but to the purchase of foreign raw materials 
at high exchange values, and that the profits on capital 
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invested in industry have fallen in consequence. As 
regards (1), although it is true that German labour has 
secured a reduction in hours since the end of the war, the 
value of this reduction has been more than counter- 
balanced by increasingly severe conditions under which 
German labour has now to work. In most industries, and 
particularly in mining, the effect of the destructive work- 
ing during the war has not even yet been made good. This 
can be seen from the fact that, although there are in Ger- 
many now 45 per cent. more miners working than before 
the war, the coal production is 25 per cent. less (figures 
for 1922). Yet the actual production per hour per coal 
cutter is hardly less now than it was in 1914. According 
to the Bergarbeiter Zeitung (July 28rd, 1922), it was 120 
kilograms of coal in 1922 to 185 in 1914. If, however, one 
takes the average coal production of every miner, we find 
that it has fallen in the Ruhr from 972 kilograms per day 
in 1914 to 580 in 1922. This is due to various causes. In 
several mines the evil effects of war-time coal-getting has 
not been removed, making it necessary to employ a large 
number of miners on unproductive work. The chief 
cause, however, is the inferior nourishment obtained by 
the miner from his wages, as the figures for wages and 
prices given above show. In spite of the increased 
exploitation of the miner, however, the total coal produc- 
tion is far below the amount required for industrial 
activity at the point at which it was before the war. In 
1914 ten tons of coal yearly were available to keep each 
industrial worker in Germany in employment, but to-day 
only six and a quarter tons are available.* The combined 
effect of this shrinkage of the coal supply, together with 
the use of large supplies of cheap labour, has had its 
effect in the finishing industries. In most cases falls in 
production are to be registered against 1914, with a ten- 
dency to rise during 1922. The Frankfurter Zeitung has 
drawn up an index of labour production, based on obser- 
vations in a number of factories, and has found that in 
the engineering industry, if the production for 1914 is 
taken as 100, the production for 1920 was 40, of 1921, 52, 
* This was before the Ruhr occupation. 
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of the first half of 1922, 78. In the chemical industry the 
1914 production has been reached by the introduction of 
piecework, in other words, by increasing the pressure on 
the workers still further. It cannot be said, therefore, 
that the eight hours day has done more than provide a 
very inadequate substitute for the increased exploitation 
of German labour, as evidenced in the fallen remunera- 
tion and standard of nourishment, and the increased pres- 
sure imposed by piecework, which is mainly responsible 
for the improvements in production of recent months. 
One of the basic economic facts in Germany to-day is 
—increasing individual labour production and decreasing 
collective labour production. 

With regard to point (2), one must examine the whole 
question of the profits earned by capital, real and on paper, 
during the period of inflation. Now if one looks at the 
figures of the dividends earned by the German heavy 
industries since the war, one is inclined to think that these 
earnings have been very great. Thus the Bochumer 
Verein (Stinnes Rhine-Elbe Union) shows 5 per cent. 
ordinary dividend for 1918-19, 15 per cent. for 1919-20, 
and 30 per cent. for 1920-21; the Gelsingkirchen Berg- 
werk A.G., 16 per cent. for 1918-19, and 20 per cent. for 
1920-21 ; the Deutsch-Luxemburg, 11 per cent. for 1918— 
19, 12 per cent. for 1919-20, and 20 per cent. for 1920-21. 
The great German electrical trust, the A.E.G., shows 
dividends of 14 per cent. for 1917-18, 10 per cent. for 
1918-19, 14 per cent. for 1919-20, and 80 per cent. for 
1920-21 ; Mannesmann Rohrwerke, 20 per cent. for 1919— 
20, 30 per cent. for 1920-21 ; Haspe A.G., 20 per cent. for 
1919-20 and 30 per cent. for 1920-21. On the other hand, 
it is argued that all these figures represent purely paper 
profits the gold values of which are a mere fraction of 
what they really appear to be. The apologists of the 
heavy industries in the German Press have for some time 
been busy in working out the simple calculation of what 
gold value the paper dividends of the industrial shares in 
Germany represent. But neither this method nor the 
equally simple method of assuming that the paper 
dividends represent increasing profits give at all a 
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correct position of the earnings of capital in Germany 
to-day. 

First of all, it must be understood that modern industrial 
capital in its highly concentrated finance form has various 
grades, each of which are allowed very varying claims on 
the profits of production. The tendency of finance capital 
in Germany, as elsewhere, is to allow the shareholding 
public the same general rate of dividend as ordinary loan 
capital, which depends on the bank rate. The amount 
needed to cover this claim of the shareholding public to 
the ordinary rate of dividend is thus a first charge, as it 
were, on the industry, but anything which is made beyond 
this, that is the total earnings of the concern minus the 
claims of the ordinary shareholders, goes to a small 
oligarchy of directors and their associates. Special hold- 
ings, or so-called ‘‘ Vorzugsaktien,” are issued, which are 
never sold to the public and are closely held by a favoured 
few behind the scenes. What has been the effect of 
inflation on the remuneration of the capital of the small 
investing public on the one hand and of the big sharks on 
the other ? 

Observers in Germany have been accustomed for some 
time past to the chorus of wailing which goes up from the 
German capitalist Press about the losses of the rentier and 
small investing class in Germany. The automatic per- 
sistency of this wail, however, makes one suspect that it 
is intended to detract attention from the operations of the 
men behind the scenes. In actual fact the small people 
have in many cases been ruined. Those who invested in 
fixed interest-bearing papers before the war in order to 
have something against old age, have been left by inflation 
with their holdings completely valueless.* Large sections 
of this saving community have been compelled to go out 
to work again or, if too old to do this, are dragging out a 
miserable existence with the aid of the State pension. On 
the other hand, those who invested in industrial shares, the 


* According to inquiries made by the Zeutralausschuss fir Ausland- 
shilfe among 12,216 small rentiers in Germany, it was found that, in 
1922, 87 per cent. who formerly had incomes which enabled them to live 
independent existences now have under 3,000 marks a year, #.¢., one- 
seventh of a dollar or 7d. a year. . 
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value of which goes up and down according to the move- 
ments of the exchanges, have certainly come off better 
than the holders of fixed interest-bearing bonds. In this 
connection the Frankfurter Zeitung has worked out the 
growth in capital value and interest, both reckoned in the 
paper values on the exchanges, of the shares of twenty- 
four principal German industrial concerns over a period 
of ten years. The results are exceedingly interesting. 
Thus a person who held one of these shares since 1911, 
i.€., & person who is more an investor than a speculator, 
found that his holding, having a value of 8-4 points in 1911, 
had risen to 85-7 points, inclusive of interest on capital, in 
1921. He had thus gained 77-3 points in the ten years 
and increased his cap tal on paper nearly ten-fold. But 
in 1921 the mark was on an average only one-sixteenth 
of its 1911 value, so that in actual fact this investor had 
made a profit, inclusive of interest, of only 5 per cent. on 
his capital. 

Again, a person who bought these shares in 1919, i.e., 
a person who could be regarded as one stage nearer to the 
pure speculator, would find that his shares had risen from 
9-6 points to 113-1 points, a net gain of 103-5 points, which 
represents a gold profit of 7 per cent. on the original 
capital. Finally, the pure speculator, who bought these 
shares in 1920 to sell in 1921, would gain 132-7 points, or 
a profit due to rise in value of holding and interest of 8 per 
cent. in gold values. Thus it will be seen that the effect 
of inflation in Germany has been so far to ruin the rentier, 
cause low returns to the small investor (5 per cent. for 
ordinary industrials over ten years), but to enable the 
speculator to make a comfortable living (8 per cent. in 
twelve months). 

What, however, have been the earnings of the big 
holders of industrial shares, which are not sold on the 
markets ? This question is one which is very difficult 
to answer, because the real balance sheets of all big 
German industrial concerns since the war are kept secret 
and only balance sheets are issued which have been speci- 
ally prepared. Nevertheless, even from these it is possible 
to see that enormous sums have been written off to reserve 
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and reinvested in hidden accounts for purposes of which 
none except the directors have any knowledge. Thus, in 
the year 1921-22 the Berliner Handelsgesellschaft made a 
net profit of 60 million marks on a paid-up capital of 
110 millions. Of this 40 millions was written off, put to 
reserve and issued in new shares to the original holders—- _ 
a small group of financiers. In 1920-21 the A.E.G. wrote 
off 110 million marks for depreciation of plant, which was 
as much as its total capital. In 1920 the Ludwig Loewe 
concern, with a capital of 15 million marks, after writing 
off 24 millions for depreciation, adding 12 millions to 
various “‘ improvement funds,” and another million to 
reserve, paid a dividend of only five millions. ‘In the 
year 1919-20 the great Aniline Trust (now a Franco- 
German concern), known as the Badische Aniline und 
Sodafabrik, spent the greater part of its profits in that 
year by raising its capital from 375 million to 1,587 million 
marks. The shares, quoted on the exchange at 450, were 
issued at 107 to the original holders, whereby the sum of 
nearly one milliard paper marks or 80 million gold marks 
was presented to a small group of people and completely 
escaped taxation. 

This process of reinvestment in the concern has been a 
most prominent feature of the operations of German indus- 
trial capital during the period of inflation since the war. 
The investing public has been paid off with paper, which 
steadily depreciates, but the small group of original holders 
and directors acquire enormous blocks of new capital, 
which is applied at once to the extension of the business 
and the introduction of the latest technical appliances. 
Thus, instead of paying dividends, the bulk of the surplus 
values goes to increasing the capital values of the properties, 
and the first claim upon the future profits of these will be 
made by those who hold the hidden reserves in the form 
of special share issues. I have reason to believe that in 
this way the mining and metal industries of the Ruhr in 
the last three years have brought their annual production up 
to 80 per cent. of their pre-war figure, but that the greater 
part of this has been simply reinvested in the industries, 
and only a small percentage has gone in exports of metal 
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wares out of the Ruhr abroad or to the rest of Germany. 
There has been all the more reason for thinking this since 
the French occupation of the Ruhr, for, sinceJanuary, 1923, 
it has been possible to observe how, in spite of the French 
blockade of the Ruhr, the heavy industries there can go 
on working for months on stocks of raw material accumu- 
lated during three years, and producing goods which, 
according to all reliable information, are going almost 
entirely for the still further improvement of the properties 
of the German trusts. The result may be that, in spite of 
the French occupation, the German heavy industries may 
become in time, together with the American, the best- 
equipped in the world. 

Another point which must not be forgotten in esti- 
mating the profits of German capital during the period of 
inflation is the fact that large blocks of German capital, 
cash, and bank balances have been placed abroad. ‘These 
sums, to a great extent representing profits, have escaped 
the notice altogether both of the tax-collector and of the 
statistician. Part of this is used for the purpose of buying 
raw material for the German industries, but the sums 
involved are so large that they cannot possibly be used 
only for this purpose. The late Walter Rathenau esti- 
mated in 1920 that in that year 8 milliard gold marks were 
annually being smuggled out of Germany.* The facts are 
openly admitted by the German heavy industry Press. 
Thus the Rheinische Westfalische Zeitung for January 14th, 
1922, wrote in a leader: ‘‘ When capital sees itself threa- 
tened by confiscatory taxation and by chaotic administra- 
tion, it wanders abroad. The great flight of capital from 
Germany, which no official measures can stop, will only 
then find its end, when the cause of this flight is removed 
by stabilising our economic and political relationships. 
But at present there are no signs of this. The flight takes 
place in various ways. It is possible by a mere stroke of 
the pen or by a mere method of bookkeeping to transfer 
capital from one end of the world to the other.” What is 
darkly hinted at here is the development of the inter- 


* In Chapter VIII. I put the figure low and estimate an annual 
flight of 4 millard gold marks. ; 
Q.f. 


N 
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national connections of German capital and its participa- 
tion in numerous enterprises, created in non-German 
territories and under non-German flags, which I describe 
elsewhere. j 

One can derive a certain amount of confirmatory evi- 
dence about the effects of inflation on capital and labour 
in Germany by studying the figures which have been 
published from time to time about the national wealth 
and income of Germany since the war. Before the war 
various German economists and statesmen estimated 
Germany’s annual national income at 25 milliard gold 
marks (Schmiller), 35 milliards (Ballod), 40 milliards 
(Hellferich). In its ‘‘ Memorandum to the London Con- 
ference’”’ in February, 1921, the German Government 
estimated the country’s income at 10 milliards after the 
war, which, of course, is pure Wilhelmstrasse propaganda. 
But if one takes 85 milliards as the pre-war income, 
reckons 80 per cent. off for the territorial losses under the 
Peace Treaty and 80 per cent. more off for the fall in pro- 
duction,* one arrives at the figure of 15 milliard gold 
marks, which is probably not far from the mark. This 
figure is also given by the Russian economist, Eugene 
Varga.t Now the Ministry of Finance of the Reich gave, 
in 1921, the total sum expended in Germany in wages and 
salaries of clerks and State officials as 6 milliard gold 
marks, or 40 per cent. of the 15 milliard gold marks. In 
1914 the figure spent on wages and salaries was 21-6 mil- 
liard gold marks on a national income taken at 35 milliard 
gold marks, 7.e., 61 per cent. of the national income. In 
other words, the portion of the national income of Ger- 
many which went to wage and salary earners fell, between 
1914 and 1921, from 61 per cent. to 40 per cent. Since 
then, in 1922, the percentage has fallen still more, though 
the chaotic state of the country’s finances makes it very 
d fficult to give any exact figures. It is clear from this, 
however, that to impose on Germany a two milliard gold 


* Carl von Siemens in Parvus’ publication, Wiederaufbau, estimated, 
the total agricultural and industrial production of Germany at 70 per 
cent. the pre-war figure in 1922, 

t ‘‘ Der Bankrott Deutschlands,” p. 74. 
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mark annual payment, either in the form of reparations to 
the Allies or of interest and sinking fund on a loan under 
the auspices of the League of Nations, will merely have 
the effect of reducing the figure of six milliard gold marks 
received by the German wage and salary-earning class by 
this amount, that is, to four milliard gold marks. In 
actual fact, the reduction would be even more, because of 
the recent inflations in 1922 and 1923, but even so the 
producing classes of Germany, by paying tribute to their 
native capitalists in inflation and to foreign capitalists in 
reparations or interest on international loans, would have 
their total incomes reduced from 21-6 milliard gold marks 
annually before the war to under four millards, i.e., to a 
figure not exceeding 20 per cent. of the 1914 standard of 
living. This leaves 17 milliard gold marks to be divided 
among the owners of the means of production and their 
immediate dependants, and by the small investing public. 
This is just about the same figure which these classes had 
to divide among themselves in 1914, where the hand and 
brain workers had 60 per cent. of the 35 milliard gold 
marks. Now the small investing public, as I have shown 
above, receives through inflation a much less quota of the 
national income than it did before the war. Therefore it 
may be reasonably assumed that the earnings of the owners 
of the means of production have certainly not fallen since 
the war, and have probably even risen. What has hap- 
pened in Germany, then, is that these owners and their 
immediate dependants have kept, or even increased, their 
share at the expense of the producing classes and of the 
small investing public. This is the net result of the com- 
bined internal inflation and external reparations pressure. 
The producing and small middle classes pay in reduced 
consuming power, and the financial and industrial magnates 
convert themselves from German into international 
capitalists. 


w2 


CHAPTER X 


WHAT STABILISATION UNDER CAPITALISM WOULD 
BRING TO GERMANY 


Tue combined effects of reparations payments and 
currency inflations in Republican Germany began early 
in 1922 to give rise to internal political crises and to a 
deepening of class antagonisms. As it became clear that 
the original plan of payment, laid down in Versailles, would 
not longer hold good, plans for revisions of the treaty began 
to come more into the foreground. The differences within 
the ranks of the Allies became more acute, and with this 
development it was seen that Germany’s internal political 
issues were more and more the reflections of the differences 
within the camp of the Allies, who were trying, each in 
their own way, to re-establish some sort of equilibrium 
in the post-war capitalist system of Europe. 

The “ rift in the Entente,”’ which first began to appear 
in 1921, was from the first something more than a mere 
personal quarrel of statesmen; more also than a differ- 
ence of opinion between the rulers of England, inspired with 
a spirit of reason, and the revenge-instilled bourgeoisie of 
France. Deep-seated economic causes lay at the root 
of this “rift.” The efficient trade and industrial capita- 
lism of England, representing one of the oldest of the pre- 
datory economies of Europe, has been searching for other 
means to save its econoniic position than by the methods 
of the usurious, agrarian, rentier capitalism of certain 
sections of the French bourgeoisie. Other sections of the 
French bourgeoisie, the heavy industry trusts, Schneider- 
Creusot, the Comité des Forges, the Loucheur group, and 
the banks connected with them, have certain definite aims 
in Central Europe, which of necessity conflict with those 
of the Federation of British Industries. They want to 
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lop off an area of the German economic system and annex 
it to their own. And so their aims must be to detach the 
southern and western areas of Germany from East Elbia, 
a plan which falls in with the strategy of the French mili- 
tary command, to divide Germany politically and to keep 
it under French influence. Poincaré wants “‘ real guaran- 
tees’ for a moratorium to Germany—these to take the 
form of French control over the forests and mines in the 
Rhineland. And the French trusts regard this as a first 
step to acquiring a majority of the shares of the German 
trusts and so to dominating the economic life of the Con- 
tinent. To prevent this Franco-German industrial unity 
under German hegemony was one of the reasons for Eng- 
land’s entry intothe war. Now, however, there is a danger 
that it will take place under the hegemony of France. 

And so the captains of British industry have another 
policy—to revise the Treaty and to keep Germany an 
economic and political whole. It is true that some groups 
of concession hunters of the City, and the munition 
profiteers during the war, are now « xporting their capital 
to South America, Mesopotamia, to inner Asia and the 
Dominions. They arelosing interest, therefore, in Germany 
and would probably be prepared to give France a fairly 
free hand in Central Europe, in return for a monopoly 
of Mesopotamian oil and the abandonment of French 
obstruction over the fate of Anatolia. But there are 
other sections of the Federation of British Industries 
who have different interests. The cotton industry of 
Lancashire, the exporters of a certain class of engineering 
goods, of raw material from the colonies, frozen meat, 
jute, in fact the exporters of “‘consumption capital,”’ are 
interested very much in maintaining the purchase power 
of the population of Germany. They are only concerned 
that those businesses shall not flourish in Germany which 
can produce their wares, They do not want to see the 
Saxon cotton industry undercut them and the A.E.G. 
provide all the electrical machinery for the markets of 
Central Europe. They are thus in a cleft stick, for 
British industry contains many branches which run 
parallel with and compete for markets with the German, 
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In much the same position is a section of the industrial 
and finance capital of America. While one section has, 
since the war, wandered off to Mexico, South America and. 
China, and is prepared to ‘‘ abandon Europe,’’ the other is 
concerned with the rise of the purchase power of the old 
world. Particularly concerned is the Western farmer, who 
can no longer market his crops because there are no pur- 
chasers ; also the finance capital of Wall Street, which 
wants to get a hand in “ reconstruction.”” The mouth- 
pieces of this interest are the bankers Vanderlip-and Pier- 
pont Morgan. In Europe also there is a whole lot of 
international money merchants who are out for the same 
purpose ; the Jewish bankers of Frankfurt, Paris, Brussels 
and London, the Berlin war-profiteer, propaganda agent 
of the German General Staff during the war, and ‘‘ man 
behind the German Social Democratic party,’’ former 
Galician Jew, Dr. Helphant (Parvus), also the German- 
English finance group Kleinwert, which has now with 
the Russo-Asiatic Consolidated an interest in Krupps. 
The principal aim of these financiers is to use German 
cheap labour and technique for the “‘ reconstruction ” of 
Western and Central Europe, and German experience to 
conquer the markets and raw materials of Russia. The 
greatest hindrance to the attainment of this aim is partly, 
as I mentioned above, the backward state of certain 
sections of French capitalism, the interest of another 
section in dividing Germany politically and monopolising 
her heavy industry, partly the Socialist régime in Russia 
with the Red Army to back it, and last, but not least, the 
action of the German industrial capitalists themselves, 
who, in order to escape reparations and force their right to 
participate in the profits of world production, inflate their 
own currency and make the floating of an international 
loan, based on a united Germany’s national assets, an 
impossibility. These are, then, the hindrances in the 
way not only of the international finance consortium but 
also of the “consumption” capitalists of the north of 
England with their intellectual stars of the Manchester 
school and their ‘‘ Liberal” shibboleths. A whole literature 
sprang up during 1922, emanating from the above sources 
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—“ Reconstruction ” periodicals, economic conferences, 
and a philosophy with which the names of J. M. Keynes 
in England, M. Cailliaux in France, and Signor Nitti in 
Itaiy, cre closely connected. 

The policy of this school of economic thought is the 
stabilisation of the European exchanges, the reduction of 
the German reparations payment to a “‘ reasonable ”’ sum, 
and, in fact, a general “‘ revision of the economic clauses of 
the Peace Treaty.”’ Whatever the intellectual leaders of 
this movement may think (and they include many of the 
leaders of the British Labour Party and of the Reformist 
Socialdemocratic Parties on the Continent), the real object 
of the people behind this plan for a “revision of the 
Treaty ”’ is not exactly the altruist c one that they would 
have us all believe. The sections of the Federation of 
British Industries, to which I have referred above, want 
to remove the conditions whereby Germany can dump with 
the aid of the exchanges. They want to raise her costs of 
production to the I-vel of the world markets, so that she 
shall not compete with them on neutral and on the Ger 
man markets. The international financier also wants 
conditions created whereby the German Government shall 
stop all subsidies for social purposes to its own people, as 
has already happened in Austria, and sacrifice its dumping 
profits. In exchange, the German trusts shall receive a 
place on the international finance consortium, where they 
shall be allowed to play the réle of junior partner. The 
policy of revising the Treaty is therefore based on sound 
business principles which promise (1) investments of 
British and American capital in undertakings controlling 
the economic life of Europe; (2) the end of German 
dumping; (8) a threat to British labour that, unless it 
accepts German standards of living, it will remain unem- 
ployed. There is, of course, an inconsistency here, for if, 
as the result of the policy of partial currency deflation, the 
standard of living of the producing masses in Germany 
does not rise, but, as is probable, might fall still further, the 
Lancashire cotton exporters, and the other * consumption 
capitalists,” would hardly be able to increase their sales 
in Germany. But this inconsistency is typical of the 
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afiarchical condition in which the whole capitalist world 
finds itself to-day. Every capitalist country to-day is full 
of conflicting policies, which is a sure sign of its decline. 
This gradual coming into play of forces tending to make 
certain forms of capitalism in Europe expand across the 
boundaries of nationalities and impose new standards on 
the proletariat of Europe under the cloak of Liberalism, 
and even of Labour ideologies, was first felt in Germany 
during the winter of 1921-22. This was a period of relative 
stability of the mark, during which it almost seemed as if 
deflation was going to set in and subsequent standardisa- 
tion of currency. The inflation crisis following the first 
reparations payment in August, 1921, had passed and the 
German Government, in order to avoid another, had 
entered, under the auspices of the heavy industries, on a 
campaign for a moratorium. At once the school which 
favoured revision of the Treaty in the Allied countries 
came to the fore. Before the Cannes Conference Germany 
was told by England that, if she wanted a moratorium, 
she must balance her Budget. This, then, was the first 
warning of the British Government to the French financiers 
and to the people of the Rue de Madrid that a powerful 
section of British industrial and finance capital wanted a 
united Germany, with a stable currency, and was not 
prepared to make the bankruptcy of Germany an excuse 
to carve off bits of the Rhineland and Ruhr and create a 
Franco-German industrial alliance on the Continent. 
Shortly before this the Federation of British Industries 
had issued a special report on reparations and credits, in 
which it had been more outspoken than the British diplo- 
mats at Cannes. It had demanded that German industry 
should be ‘‘ adapted to the needs of the Allies,” which, of 
course, was a tactful way of saying to the needs of the 
members of the F.B.I. German reparations should be 
pared down to the supply of raw materials and half-manu- 
factured goods, which should not compete with British 
industry. In other words, the German finished industries 
could go to the wall as long as the German producers 
became the hewers of wood and drawers of water for 
British industry. This, in fact, was the English edition of 
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the Le Troquer plan to provide German cheap labour to 
build the Rhine-Rhone canals for French capitalism. As 
regards the finances and currency of Germany, the report 
proposed the issuing of mortgages and bonds by the 
German Government, secured upon the industries of 
Germany. 

Just as explicit was the chairman of Barclays Bank, 
Mr. F. C. Goodenough, a typical representative of British 
finance capital, interested in European “ reconstruction,” 
in a speech at a bankers’ luncheon in the City. He is 
reported in The Times for April 11th, 1922, to have said : 
““Some modification must take place in regard to the 
amount of the war debts and reparations payments, if the 
world is to escape from an impossible situation. It is in 
the interest of all that there should be no such low stan- 
dard of living imposed on any one population as would 
either give it the power of undue competition or would 
force it into bankruptcy. When the amounts of the war 
debts and the reparations payments have been fixed, and 
the method of payment has been decided upon, it would 
be better to spread the payment over as long a period as 
possible. It would then be better that bonds should be 
created to represent the amount of the debt and that these 
should be gradually offered to the public for investment, 
supported by national guarantees. In the case of Germany 
and other debtor countries, sinking funds should under 
international agreement be provided compulsorily by taxa- 
tion, in the currency of the country concerned, and that 
country should then gradually purchase its own bonds.” * 
In plain words, the price of a reduction of the reparations 
payment was to be stabilised exchanges, balanced Budgets 
and increased taxation. German finishing industries would 
be thereby knocked out, German heavy industries would 
provide in reparations some raw material and half-manu- 
factured goods for the members of the F.B.I., and the way 
be laid for an investment of British capital in Central 
European reconstruction schemes. 

The only positive result of Cannes was that Dr. Rathenau 
on behalf of the German Government accepted these con- 

* Italics mine. 
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ditions and agreed to start on the policy of stabilisation of 
the exchanges. No doubt his friendly reception in London 
during the winter of 1921-22, the agreement made 
between the Russo-Asiatic Consolidated and his indus- 
trial ally, Krupp, and the cold reception of his competitor, 
Stinnes, in the City, influenced him in his decision. He 
proposed at Cannes a complete reform of German State 
finances, which was to include the collection of the customs 
dues in gold marks, the balancing of the railway, postal 
and telegraphic Budgets of Germany by a raising of the 
rates, the abolition of the subsidies on bread for the 
poorer classes of Germany, and the transformation of 
State unemployment benefit into a contributory scheme 
of employers and employed, and, finally, an internal loan. 
As the result of British pressure, therefore, the German 
Government set out on this task of finance reform in 
order to prepare the ground for a “‘ revision of the Treaty.” 
What were the effects of this new financial policy ? How 
are the German workers and small middle classes likely to 
fare, if it is carried out to its logical conclusion ? Will they 
be any better off than under the policy of inflation, as 
described in the last chapter? In order to learn some- 
thing about this, it is necessary to examine in more detail 
the fiscal system of Germany after the Revolution. 

The foundations of the finances of the German Republic 
were laid in 1919 by Mathias Erzberger. This astute 
Catholic schoolmaster from the Rhineland saw too clearly 
the danger which threatened the propertied classes of 
Germany if the State revenue, during a revolutionary 
period, was drawn solely from indirect taxes and currency 
depreciation. In order to pacify the restive elements of 
German labour, he threw them a sop in the form of 
graduated income taxes, death duties, and a capital levy, 
which was graded up to 80 per cent. of the capital of the 
highest valued estates. Further, he established a war 
profits tax (Kriegsgewinnsteuer), which provided tha‘ all 
property increases accrued during the war, above 265,000 
marks, should be confiscated by the State. Thus, for the 
financial year, April, 1920, to April, 1921, the following 
direct taxes were imposed : income tax, capital levy, pro- 
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perty tax (Vermoegensteuer) and war profits tax; all 
estimated to bring in a total of 22,850,000,000 marks. 
That amounted to 366 marks, or, in English money at that 
time, 35s., per head of the population in di ect taxes alone. 
On paper, at least, the Erzberger finance reforms imposed 
colossal burdens on the propertied classes of Germany, 
and they undoubtedly played a large réle in pacifying the 
more naive elements of German labour during the year of 
acute revolutionary struggle. But Erzberger imposed also 
indirect taxes. These comprised a trade turnover tax 
(Umsatzsteuer) of 14 per cent., a coal tax of 10 per cent. 
of the selling price, and an increase in customs. This was 
estimated to bring in for the year—April, 1920-21—9,100 
million marks, or 150 marks (in English money at that 
time 15s.) per head of population in indirect taxes. 
According to estimates, therefore, the indirect taxes per 
head of population were to be less than half the direct, 
and the total of the two forms of taxation together made 
516 marks, or 50s. per head of population in gold values. 

Having regard to the general state of Germany 
since the war, and having regard to the nature of taxes, 
falling on paper, as they do, most heavily on the proper- 
tied classes, the statement of Entente statesmen that 
Germany is undertaxed would have no foundation in fact 
if the taxes were collected. But were the Erzberger taxes 
collected ? Let us take the financial year from April, 1920, 
to April, 1921. For the first nine months of that financial 
year the following amounts were received by the Trea- 
sury :— 


Marks. 

Income Tax . d i .  4,680,200,000 
Capital Levy . : ; .  1,855,000,000 
Property Tax . ; ' . 5,400,000 
Death Duties . ; ' ‘ 207,000,000 
Corporation Tax ‘ : : 2,800,000 
War Profits Tax 3 é i 619,200,000 

Total. : : . 6,869,600,000 


Thus out of a total estimated for nine months of 16:5 
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milliard marks in direct taxation a little over one-third 
was collected ! 

Capital, in fact, under the Erzberger finance reform 
scheme was most successfully ‘‘ Steuer-scheu ”’ (tax-shy). 
The chief reason for this was that so long as the propertied 
classes had their nominees in the civil service it was always 
possible, especially in a country where inflation was going 
on, to escape taxation. Thus the practice of the finance 
officials in Germany has been, since Erzberger’s reforms, 
to collect a direct tax in one year on the basis of estimates 
declared in a previous year. In the time between the 
declaration and the collection the currency has depreciated, 
and in the case of the industrial concerns the income in 
paper has risen in proportion to the inflation. But the 
tax remains based on the old valuation, and so works out 
at a mere fraction of its gold value, as originally calculated. 
Moreover, as regards the capital levy, the propertied 
classes succeeded in inducing the permanent officials to 
collect only one-third of ‘t and to accept that, not in cur- 
rency, but in almost valueless war stock. 

How was it, on the other hand, with indirect taxes ? 
For the financial year 1920-21, out of the 9 milliard odd 
marks estimated, 6,600 million marks was collected. One 
may say, without exaggeration, that the greater part of 
the indirect taxes had fallen upon the working classes and 
the small rentier class. This was particularly the case with 
the trade-turnover tax, where one and a half per cent. of 
the value of goods often adds 20 per cent. to the selling 
price, if they change hands several times. Moreover, a 
considerable part of the 6 milliard odd marks of direct 
taxes consisted of deductions from workmen’s wages in 
respect of income tax. 

Now how were the Rathenau proposals at Cannes for 
the balancing of the German Budget and the stopping of 
further inflation of the currency carried out in practice ? 
Of course it is difficult to get a full picture of what hap- 
pened, because not long after the new financial mea: ures 
for the balancing of the Budget were introduced the second 
reparations crisis and terrific inflation wave of the late 
summer, 1922, swept over Germany and made all calcula- 
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tion of revenue in currency impossible. Nevertheless, from 
the internal political crisis which the Cannes decisions 
produced in Germany, it is possible to see what would 
have happened if the first stage of the policy of revision 
of the treaty had been carried out, and the French finan- 
ciers had held off reparations demands till Germany had 
stabilised her finances and balanced her Budget. It was 
clear from the first that if the German Budget was to be 
balanced, somebody had got to be more heavily taxed 
than he was before, or, at least, would have to pay the 
taxes which he owed. It was necessary to secure the 
proper collection of the Erzberger taxes and their arrears, 
and to impose new ones. Under pressure from their rank 
and file, and fearing the worst, the Germany Majority 
Socialdemocratic Party leaders had been compelled, as 
far back as the early winter of 1921-22, to demand what 
was called the “‘ Erfassung der Sachwerte,” i.¢., a State 
mortgage on industry. Under this project it would have 
been possible to counteract any attempts of the German 
capitalists to circumvent their taxes by currency inflation 
by giving the State the right to participate, up to a certain 
percentage, in the income of real estate, in the profits of 
all trading, industrial and agricultural concerns in the 
country, and would thereby have made the State revenue 
dependent upon the surplus values accruing to the 
capitalist class. In other words, this would have been a 
collection at the source as a first step to socialisation. It 
would have been stabilisation and balancing the Budget 
at the expense of the German propertied classes. But it 
was obvious that this method of balancing the Budget, 
under existing class relationships in Germany, would have 
let loose a storm which would either have ended in a social 
revolution or a corresponding reaction. 

The Alliance of German Industries (the politica! organ 
of the German trusts) thereupon made a counter-offensive. 
They proposed a so-called “ kreditaktion.”’ The trusts 
would find money to balance the Budget and meet future 
reparations payments and lend it to the Government on 
easy terms. But, of course, the trusts must have guaran- 
tees, and so it was proposed that the railways and other 
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public services were to be made independent of the State 
and brought under the control of private corporations. 
Moreover, steps were to be taken to liquidate the legisla- 
tion on the eight-hour day. These demands at once 
raised a great storm. The General Commission of the 
German Trade Unions presented ten demands to the 
Government, including the State mortgage on industry, 
immediate collection of outstanding taxes under the 
Erzberger scheme, and preliminary steps to the nationalisa- 
tion of the coal mines. But the Alliance of German 
Industries, morally strengthened by the authority of the 
Federation of British Industries, by the school that 
favoured the revision of the Treaty in England and by 
the force of British diplomacy, remaining discreetly in 
the background, continued its offensive against the 
German working classes. A series of conferences was 
arranged in the committee rooms of the Reichstag in ihe 
third week of January, 1922, between the representatives 
of the Government, of the Alliance of German Industries, 
the Majority Socialdemocrats and the leadeis of the 
Trade Unions. The two latter went into the battle faint- 
heartedly, with divided councils and with a rank and file 
demoralised by bad leadership. The issue was narrowed 
down to three points. The first, proposed by the Trade 
Unions, was that the State mortgage should be accepted 
by the Government in principle, pending the working out 
by a commission of its practical application. They were 
met by statements from Government officials, backed by 
the Alliance, that this solution would create international 
complications and that the necessity not to frighten 
foreign capital made the acceptance of a State mortgage 
on industry for the moment impossible. Like frightened 
chickens, therefore, the Labour leaders abandoned point 
(1). Then some of the Majority Socialdemocrats put 
forward point (2): that the outstanding Erzberger taxes 
should be collected immediately and the remaining two- 
thirds of the capital levy. They were told that the direct 
taxes were already high enough (80 per cent. on paper of 
the poor but honest trust magnates’ incomes), and besides, 
it would prejudice the possibilities of getting from the 
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Entente credit to meet future reparations. Again, the 
hint at England and at the finance consortium had its 
effect, and the now helpless Labour leaders made haste. 
to accept the only remaining proposal (3): a compulsory 
internal loan. 

The Finance Bills of the German Republic were from 
now on based on an entirely new plan. The Erzberger 
taxes were abandoned ; at least, those of them which on 
paper hit the propertied classes. The Budget for 1922-23 
provided for new revenue from two main sources : (1) from 
increased indirect taxes, and (2) a compulsory loan. 
Under (1) the Erzberger indirect taxes were raised—the 
trade-turnover tax, the coal tax, and the tax on sugar, 
matches, salt, and tobacco. All this meant for the 
labouring and small middle classes a burden of 45 milliard 
marks (reckoning the mark at its gold value in February, 
1922). Under (2) the apparatus set up for the estimation 
of the capital levy was to be used for the valuation of the 
capital of every person in the country. Upon this valua- 
tion each person was supposed to subscribe to a loan to 
the State. The assessment was graduated, and fell 
heavier on the highest blocks of capital. But the 
** sacrifice ’? which this loan demanded from the owners of 
capital was a farce from beginning to end. It amounted 
only to this: for the first three years they were to 
receive no interest, and after that only 3 per cent. The 
total sum to be raised in this way was to be limited to 
one milliard gold marks. But the mere fact that this was 
to be only a loan with low interest and that the Govern- 
ment was to incur obligations under it to private capital, 
as well as secure an asset, brought it about that this loan, 
when raised, immediately fell in value on the public 
exchanges to a point which made it a profitable investment. 
The result was that the Government only got a fraction 
of what was aimed at, and the ‘forced loan,’ issued 
at par in the summer of 1922, stood at 45 points below par 
in February, 1928. Thus, if the Government expected 
to get one milliard gold marks for 45 milliard paper marks, 
it could actually get not more than 20 milliard paper 
marks, because of the manipulations of the stock ex- 


192 GERMANY IN TRANSITION 


changes. In actual fact the Government got even less 
than this. Instead of 20 milliard paper marks it got only 
three milliard ; instead of one milliard gold marks only 
12 million. Such was the influence of the German bour- 
geoisie on the Government, and such the demoralisation 
of the property-owning taxpayers in Germany, that they 
succeeded in preventing the Government from raising the 
subscription liability for the forced loan from 40 to 75 
milliards, till February, 1923, when by that time a fresh 
mark collapse had made even that figure illusory. Further- 
more, for the first nine months of the financial year 1922- 
23, the total property taxes fetched not more than 11 mil- 
liard paper marks as against 240 milliard paper marks, 
which represented the indirect taxes and the 10 per cent. 
wage deductions from wage and salary earners. These 
10 per cent. wage and salary deductions, which represented 
in April, 1922, 56 per cent. of the total amount raised under 
the heading of income tax, represented in December of 
that year 84 per cent., and in February, 1923, 94 per cent. 
Of the total expenditure for the first nine months of the 
financial year for the Reich of 1,216 milliard paper marks, 
only 284 milliards were covered by taxation, and 94 per 
cent. of that by the German hand and brain workers and 
the small middle classes. That was the result of the 
‘“‘ sacrifices of property owners” in the interests of 
‘* stabilisation,’ which the Social Democratic Leaders had 
given their blessing to in exchange for having abandoned 
their claim to the State mortgage on industry, in January, 
1922. It is almost inconceivable to any one in England 
that a property-owning class could escape so completely 
from taxation as the German capitalists. One would have 
thought that they would have shouldered some little 
burden, as the capitalist class in England does, in order 
not to make it too evident that under capitalism the State 
is the executive organ of the possessing class. But it must 
not be forgotten that the German bourgeoisie has only 
existed as a class for little more than fifty years, and only 
since 1919 has it become the sole ruler in the State. It 
has had little experience of government, having till the 
Revolution lived under the tutelage of the Junker military 
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monarchy of the Prussian ‘ Obrichkeitsstaat.” And 
when it did come into power all around was chaos and 
disorder, and capitalism had already reached its era of 
decline. This is enough to account for the complete 
absence of any discipline or sense of moral responsibility 
among the German bourgeoisie, who continue to deal with | 
the finances of their country in the spirit of apres nous le 
deluge. 

As if to add insult to injury to the suffering masses in 
Germany, the captains of heavy industry have made 
during the last two years several attempts to use the 
Budget deficits of the Reich and the difficulties of stabilisa- 
tion, for which they are to a large degree responsible, as an 
excuse to get the national assets of the Reich into their 
hands. They have forced numerous municipalities to 
part with their trams to syndicates controlled by them. 
But the prize which they have all got their eyes on is the 
German State railways. And the excuse for the demand 
for their denationalisation is, of course, that the railway 
budget does not balance and is a burden to the finances 
of the Reich. It is interesting, therefore, to inquire into 
the causes of the deficit of the German railway budget. 
The facts may be seen in a publication of the Executive 
Committee of the German Railwaymen’s Union.* Here 
it is proved on the basis of statistics collected by the 
union officials that the cause of the deficit is not the high 
wages, short hours and over-staffed administration of the 
railways, as stated in the German capitalist Press and by 
the Reparations Commission, but the high prices demanded 
by the coal and steel trusts for the supply of railway 
material to the State. Thus it is a fact that since the war 
the number of men employed on the German railways has 
risen from 740,000 in 1913 to 1,121,000 in 1920, partly 
through the eight-hour day. But the total railway wages 
bill has fallen in relation to the total railway expenditure. 
Wages and salaries in 1918 made up 60 per cent. of the 
total outgoings, 51 per cent. in 1920, and only 29 per cent. 
in 1922; and this in spite of the fact that the personnel of 
the staff was increased. Wage rates, moreover, were in 

* Ursachen des Milliardendefizites der Reichseisenbahn.” 

GT. se) 
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the winter of 1921-22 from eleven to seventeen times 
(according to grade) above the 1913 rate. On the other 
hand, the cost of materials supplied by the trusts to the 
railways, which in 1918 comprised 39 per cent. of the total 
outgoings, in 1920 comprised 49 per cent., and in 1922, 70 
per cent., and had risen in price many times more than 
wages and salaries, when compared with pre-war rates. 
Thus, small coal had risen by the end of the winter 1921-22 
twenty-six times, rails twenty times, sleepers twenty-one 
times, petroleum twenty-four times, and iron bars thirty- 
one times. It is not difficult therefore to account for the 
railway deficit. In this connection the independent 
critic, Dr. W. Necker, wrote in the Berlin Socialist organ, 
Freiheit, for January 29th, 1922: ‘‘ All the reforms for 
the management of the railways, which have been made 
hitherto, such as business methods of accounting, modern 
methods of reckoning costs, independence of railway 
finance from the general State Budget, are not only 
necessary but inevitable. They do not, however, provide 
the final remedy for raising the railway deficit. That is 
only possible by making the State services independent 
of the exploitation of the trustified heavy industries and 
through the creation, as far as possible, of independent 
State corporations, which shall be the commencement of a 
wider socialisation.” But that is just what the Alliance 
of German Industries, the Reparations Commission, the 
international finance consortium and the Liberal manufac- 
turers of the North of England do not want. They are 
not out for this sort of revision of the Peace Treaty. 

The fiasco of the mark stabilisation action of 1922 caused 
German middle-class economists and politicians by the 
autumn of 1922 to look for new remedies. And they have 
been joined in this search by the ex-Marxist economist and 
now financial specialist to the Social Democratic Party 
and would-be Finance Minister in a future Coalition 
Government from Stinnes to Scheidemann, Dr. Rudolf 
Hilferding.* The plan, which he developed and which was 
taken up by the representatives of the international bank- 


* This was written before the Great Coalition under Stresemann 
actually came into power. 
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ing interests in Germany, was to use the one milliard gold 
reserve, which the Reichsbank still held in its safes, to 
buoy up the mark by throwing it on the market and to 
support this action by floating an internal gold loan. 
Without even examining the real cause of the mark depre- 
ciation, without looking at the passive economic balance 
of Germany, without taking measures to get at the large 
quantities of foreign currencies, held by Germans both 
inside and outside Germany, without attempting even 
the most modest measure of bringing the owners of pro- 
duction and the banks under State control, Hilferding 
proposed this superficial financial juggle. What was 
to happen after the Reichsbank had frittered away its 
last gold mark on the Stock Exchanges and after the 
private banks and industries had laid their hands on 
this last asset of the State, and what was to happen if 
these private banks and industries boycotted the internal 
gold loan, which after the experience of the “ forced loan ”’ 
was more than a probability, Hilferding did not seem to 
consider. This experiment, however, was tried, but not 
by Hilferding. After the French occupation of the 
Ruhr the Cuno Government did stabilise the mark for a 
short time, but only at the expense of the gold deposits 
of the Reichsbank, and the only lasting result was that the 
trusts got hold of public funds at a cheap rate of interest 
and proceeded to use them for their own purposes. 
Having used this credit, squeezed out of the German 
working population by the Government printing press, for 
technical improvements in their industries and for specu- 
lating in foreign currencies on the exchanges, they forced 
the mark down from 18,000 to the dollar to 30,000 and 
paid off their debts at a good profit to themselves and a 
gigantic loss to the German Treasury. So that by the 
time that Hilferding saw his ambition satisfied and him- 
self in the Finance Minister’s chair, he found that the 
German trusts had stolen his thunder and had carried 
out his policy, though with results that doubtless he 
never contemplated. 

The truth is, of course, that currency stabilisation in 
Germany must not be regarded as a financial problem, but 
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as a problem of production. Germany has become since ©» 
the war a capital-importing land instead of a capital- - 
exporting land. It has become a colonial area, due to the 
fact that the standard of living of its working population 
has fallen to the level of that of Indian and Chinese coolies. 
The native German capitalists have become owners of 
foreign currencies and foreign investments, and even 
operate in Germany as non-German capitalists. The 
country loses part of its capital annually, and therefore is 
an object for the investment of foreign capital, which aims 
at getting the national assets of the Reich in its power in 
return for filling up the deficit in the national production. 
Stabilisation by purely artificial financial means is thus im- 
possible, as long as this basic factor of a passive economic 
balance—which shows itself in the flight of a large part 
of the profits of production abroad each year and in 
the progressive denationalisation of capital—remains, and 
the German Socialdemocratic economists have followed 
ostrich tactics in refusing to recognise these facts. Under 
the capitalist system stabilisation is simply a means of 
converting that form of exploitation of labour, which goes 
on under inflation, into another form. Instead of robbing 
the workers by keeping their wages behind soaring prices, 
the German trusts will now rob them by keeping production 
artificially low and keeping a large army of unemployed 
to threaten wage cuts and long hours. In this. way 
capitalism recompenses itself under stabilisation and shoves 
the burden once more on the producers and consumers. 
The only way to bring about a stabilisation in the 
German currency, which will not be a burden to the 
masses of the German people and a danger to the labour 
standard of living in the rest of Europe, is to raise the 
standard of living of the German masses at the expense of 
the surplus values, which they provide in tribute every 
year to their own native and to foreign capitalists. A 
system of taxation which really tapped the wealth 
of the possessing classes in Germany, as the Erzberger 
taxation reforms did on paper, would be a step in the 
right direction. But in order to do this the control of the 
working-class organs over the German banks and key 
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industries is essential, because the German bourgeoisie is 
firmly entrenched in the administrative apparatus of the 
German Reich and would probably carry on widespread 
obstruction to all changes of this nature. And, finally, the 
nationalisation of the key industries of Germany, the 
State mortgage on industry, which the German Trade 
Unions demanded in the autumn of 1921 and abandoned 
for worthless political considerations at the instance of 
the Socialdemocratic leaders, and the limitation and 
strict control of foreign capital operating in Germany, 
similar to that exercised by the Russian Soviet Republic— 
these measures would complete the plan of a national 
economy in Germany, in which a real stabilisation of the 
currency could take place. Under these conditions alone 
stabilisation would not be a danger to the welfare of the 
masses in Germany and throughout all Europe, but an 
indispensable part of the economic reconstruction of the 
Continent. 


PART IV 


GERMAN SOCIALISM AND THE INTER- 
PRETATIONS OF MARX 


CHAPTER XI 


EARLY PHASES OF GERMAN SOCIAL DEMOCRACY AND THE 
RISE OF REVISIONISM 


Tue history of Germany since the November Revolution 
has been rich in conflicts, not only between Labour and 
Capital but between Labour and Labour. Indeed, one 
might almost say that the latter has been a greater feature 
of the political stage than the former. If to-day one reads 
the Vorwaerts, the central organ of the Social Democrats, 
and the Rote Fahne, the central organ of the German Com- 
munists, one would come to the conclusion that the struggle 
between Labour and Capital has receded far into the back- 
ground in modern Germany, and that the only issue of 
importance to the working-classes of Germany is the con- 
test between the different wings of the Labour movement 
and the hunting down of heresy against the true Socialist 
faith. During the war one saw in Germany, as in other 
Western countries, some Socialists supporting the war, 
others opposing it, and, moreover, opposing it for different 
and conflicting reasons. In the Revolution one saw 
Socialists fighting each other on the barricades and throw- 
ing each other into prisons ; going into Coalition Govern- 
ments with capitalist parties and reviling one another for 
so doing. Sentimentalists are continually deploring this 
rift in the ranks of Labour, which is nowhere so deep, 
nowhere accompanied by more bitter feeling, than in 
Germany. For there is no doubt that it has helped 
materially to cause the triumph of the highly concentrated 
forms of industry and finance capital in Germany to-day, 
at a time when the convulsions of the war might have pre- 
pared the way for a new social order. And yet if, instead 
of bemoaning the past, which cannot be undone, instead 
of bleating ‘‘ Unity, unity,” as superficial critics are apt 
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to do, we probe down into the cause of the disunity, we 
shall see that there are deep-seated divergencies of view 
within the ranks of German Labour, which are not merely 
confined to questions of tactics, but concern the whole 
conception of the nature of the economic system in the 
world to-day, and of the problem facing the Labour move- 
ment. Nowhere is this spiritual struggle within the ranks 
of Labour keener or more harrowing than in Germany to- 
day. Russia has passed through this stage—and it was a 
short one—of internal searching of heart. But in Ger- 
many the opportunity came in November, 1918, and was 
lost, and the years that have followed have brought bitter 
defeat and disillusionment. Unlike England, Germany 
has seen Labour in power for a few short weeks, and 
therefore, for German Socialists, the question why were 
not these few weeks used to better advantage is a more 
vital problem than for Labour in England, where no such 
situation has yet arisen. Moreover, German Socialism, 
though of more recent growth than British Socialism, 
because Germany started along the road of the industrial 
revolution later than England, is, nevertheless, richer in 
theory and examination of first principles. And, even if 
one remembers that the idea of the co-operative common- 
wealth was well on the road of discussion in France and 
England soon after the French Revolution, while Germany 
was still engaged in petty dynastic quarrels, one must not 
forget that it was a German who first breathed the spirit 
of scientific inquiry into the paper programmes of the 
Utopian Socialists. It was Karl Marx who found a place 
for the Labour movement in the framework of world 
economic developments. And over this great inheritance 
of German Socialism—the Marxian materialist conception 
of history—his followers are now contending with each 
other. The roots of the disunity of German Labour, and of 
the failure to harvest the fruits that might have been 
reaped out of the November Revolution, have their ulti-— 
mate origin in the interpretation of Marx’s theory of the 
nature of capital. In order to learn more about this, let 
us go back to the beginnings of German Socialism. 
During the first half of the nineteenth century the 
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Socialist idea in Europe was still in its infancy. In 
England, under Owen, in France under Proudhon, the 
workers’ movement for freedom moved under a Utopian 
banner. Freedom was a claim based on moral right, not 
on economic law. The subjective absolutism of individual 
right was in the minds of these early thinkers greater than 
the objective absolutism of a communistic society. Hence 
the strong anarchistic tendency to be observed in the pro- 
grams of the Utopian Socialists. Hence the tendency for 
the early Socialist movements to take cover under the 
wings of middle class Radicalism, demanding at this time 
the freedom of trading capital from the burdens on society, 
imposed by a semi-feudal agrarian caste. 

In Germany also the first attempts to organise the work- 
ing class under the banner of a new social order was made 
by men who were in close contact with the middle-class 
Radicals (‘‘ Fortschrittspartei’’) at the middle of the 
eighteenth century. It is true, in the Revolution of 1848, 
Marx attempted to lead an independent working class 
movement and to force the middle classes, who had come 
into power, to choose between the dictatorship of reaction 
or the dictatorship of the proletariate. The Communist 
Manifesto was the first real attempt to rally the German 
working classes for a revolutionary aim. But it was a 
voice erying in the wilderness, for Germany had not yet 
developed its industrial system, and the class-conscious 
element of the working class was too small to enable the 
words of Marx to find a wide hearing. After the failure 
of the German bourgeoisie to get into power in the German 
States feudal reaction reigned throughout the fifties, 
during which time all attempts at improving the lot of the 
workers were shepherded by the middle-class Radicals 
(‘* Vortschrittspartei ’’). But by the beginning of the 
sixties a new wind began to blow. The German middle 
classes began to press their demands for a united Germany, 
free from the burdens of feudal dues to parasitical dynas- 
ties. The time was opportune, and in the ranks of the 
small but ever growing wage-earning class of the German 
States voices began to be heard, declaring that the working- 
class movement must be independent of bourgeois influ- 
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ences. Thus in May, 1863, at Leipsig, under the leader- 
ship of Lassalles, the first independent Labour organ of 
the German workers was formed under the name “ Allge- 
meine Deutsche Arbeiter Verein”’ (A.D.A.V.). 

The chief items on the programme of this new party were 
adult suffrage and the demand for German unity. They 
were thus purely political demands, and differed hardly 
at all form the demands of the middle-class ‘‘ Vortschritt- 
spartei.”” On the problem of freeing the working classes 
from economic exploitation, Lassalles, the founder and 
spiritual leader of this first independent Labour movement 
of Germany, held distinctly hazy notions. Capitalism 
must be overcome by means of independent co-operative 
societies of producers, operating with the aid of State 
credit. It was useless, said Lassalles, to try to overcome 
capitalism by organising wage movements or anything 
which would tend to undermine the profit-system from 
within, for the ‘‘ iron law of wages,’’ as he termed it, would 
always bring the workers back to the original position. 
The workers must, therefore, ignore capitalism and start 
their own producers’ organisations, which would in time 
replace it. For this purpose State credit was necessary, 
and for Germany, in particular, the unity of the State. 

The influence of the Utopian Socialists is clearly to be 
seen here. Lassalles suffered under the same sort of 
illusion as Owen and Proudhon, for, while he did not deny 
the class struggle, he looked mainly to peaceful evolution 
from one social order to another without a fight, either 
constitutional or revolutionary, for the control of the 
political machine of the State. Here was where he 
differed so fundamentally from Marx, who combined the 
evolutionary idealism of the Utopianists with the revolu- 
tionary realism of the Communist Manifesto. But at this 
stage of the German Socialist movement, none, not even 
Marx himself, had yet a clear idea of the nature of the 
capitalist system. Marx, in his London exile since 1848, 
was still plodding at his great work “* Capital,” and trying 
to work out the problems connected with the accumulation 
of surplus values. In the meantime the field was held 
by the Utopians of various shades. 
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To the extent that the A.D.A.V., under Lassalle’s 
leadership, was concerned with the practical affairs of 
German politics at this time, it gave support to all move- 
ments, leading towards unity of the German States and to 
the liquidation of the petty principalities, which impeded 
all progress, even capitalist progress. In this respect, 
Lassalles has been accused of coquetting with Bismarck, 
who was by this time beginning to mould his policy for 
uniting the German bourgeoisie under the leadership of the 
Hohenzollern dynasty and of the Junkers of East Elbia. 
How far these accusations are justified it is not necessary 
to enter into here, but there is no doubt that Lassalles 
hoped to use the situation, caused by Bismarck’s necessity 
of granting adult suffrage to the North German Federation, 
to get this principle extended for the whole of Germany. 
And after the death of Lassalles in 1865, his successor to 
the leadership of the A.D.A.V., von Schweitzer, followed 
on the same line of policy. On this point the first split 
in the German Socialist movement was brought about. 
Marx, Engels and Liebknecht, who were working together 
with von Schweitzer in the editing of the party organ of 
the A.D.A.V., broke away from the latter. But von 
Schweitzer continued the policy of Lassalles. While 
realising that Bismarck’s policy of unifying Germany 
under one Government was based on narrow dynastic 
interests and was not in the interests either of the middle 
or of the working classes, he nevertheless believed that 
Bismarck was doing their work and that he would not be 
able to stop the process at the point at which he desired. 

After leaving the A.D.A.V., Marx, Engels and Lieb- 
knecht established connection with a group among the 
workmen in the “ Fortschrittspartei,’’ which began at this 
time to break away from the Radical middle-class elements 
of this party. In 1868, at Niirnberg, this group, headed 
by the workman August Bebel, founded a new party, 
independent of the ‘ Fortschrittspartei,’’ called the 
‘* Verband der deutschen Arbeitervereinen”’ (V.D.A.). 
The members of this party came mainly from the southern 
and western German States, like Bavaria, Wiirtemberg 
and Saxony, and so the tendency was strong to oppose the 
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policy of the Lassalleans of the A.D.A.V. The union, 
therefore, between them and Marx and his followers, who 
had left the A.D.A.V., was soon effected. For some time 
the contest between the Lassalleans and the Marxians, or, 
as they were later called, the Eisenachers, continued. 
Liebknecht attacked von Schweitzer for supporting the 
North German Federation, which he described as a “ fig- 
leaf of absolutism,’ while von Schweitzer replied that the 
workers must reconcile themselves to the union of Germany 
under the leadership of Prussia as a historical fact. 

Thus there arose two independent German Labour 
parties in the sixties of last century. But the difference 
between them was soon seen to be superficial. Both sprang 
from under the wings’ of middle-class Radicalism ; both 
had originally strong Utopian tendencies ; but both were 
becoming tempered with a grain of revolutionary realism, 
sown by Marx and his followers. The quarrel between them 
was a peculiarly German one, and was due to the strong 
provincialism of German society, which had been handed 
down from the Middle Ages and had not been swept away, 
as it had in all other Western countries—in Holland in the 
sixteenth century, in England in the seventeenth, and in 
France in the eighteenth century—by the beginnings of 
the mercantile and industrial revolution. But already in 
1869 this breach in the German Labour ranks was well on 
the way to being healed. In the Congress at EKisenach in 
that year a union was reached between the V.D.A. and 
all the most influential and able leaders of the A.D.A.V. 
The Social Democratic Party of Germany was founded. 

A period of persecution of all Socialists now began, 
which led, at the end of the seventies, to the ‘‘ Socialist 
Law,” and the driving underground of all attempts to 
organise the German working classes against the existing 
state of society. The whole movement was suppressed and 
had to have recourse to illegal activities. Nevertheless, 
such was the growing power of the working classes that, 
in spite of all that Bismarck could do, the number of votes 
cast for the Social Democrats at the Reichstag elections 
after the foundation of the Empire in 1871 steadily in- 
creased. This persecution, however, had the effect of 
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bringing over the last remains of the Lassalleans, who had 
not joined the Marxians after the Eisenach Congress, to 
the Social Democratic Party. Already, when the Socialist 
Law was threatening, the last Lassalleans decided, at a 
Congress in Gotha, to join the Social Democrats. Provi- 
sion, however, was made, as a concession to the Lassal- 
leans, to retain in the Social Democratic program a 
passage about the “iron law of wages ”’ and about the 
producers’ unions, and this remained for some years as a 
relic of the early Utopian phase of German Socialism. 

In 1890 Bismarck saw that he could no longer fight 
German Socialism by repression, and the Socialist Law 
was repealed. The Junker middle-class block in the 
Reichstag had convinced itself that Socialism, working 
legally, was probably less dangerous than Socialism driven 
underground. A new era was approaching, and it no 
doubt occurred to the ruling class of Germany at this time 
that the new situation would bring a legalised Socialist 
party up against problems which would tend to tame it. 
The more far-seeing of them may even have looked for- 
ward to a Socialist-Middle Class Coalition and have foretold 
what actually took place nearly twenty years later. What 
was this new situation ? 

Since the foundation of the Empire in 1871 German 
capitalism had experienced a quite phenomenal growth. 
The breaking down of many of the petty dynastic barriers 
to trade and industrial development had brought on, 
during the seventies and eighties, a mushroom-like expan- 
sion of industry, which was reminiscent of early Western 
American booms and was accompanied, of course, by the 
usual speculation, bankruptcies, and temporary depres- 
sions. German capitalism began to pile up large profits 
and to export those profits in the form of investment to all 
corners of the earth. German trading and industrial 
enterprises began to spring up in South-East Europe, in 
the Balkans, Russia, Far East, North Africa, and South 
America. These developed later into railway and public 
works concessions of high political importance, such as 
the Bagdad Railway, financed by the Deutsche Bank, and 
enjoying the full backing of the German Foreign Office. 
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The inevitable Imperialist, or last phase of the develop- 
ment of German capitalism, had begun. It had come, of 
course, later than in other Western countries. But when 
it came, it had an important influence on the Labour 
movement of Germany. And what was that influence ? 
During the period when capitalist Imperialist was on 
the up-grade, when it was accumulating profits at home at 
an ever increasing rate, and found no difficulty in export- 
ing these profits in the form of bank balances to finance 
concessions or undertakings in colonial areas, the condi- 
tion of certain sections of the working class always under- 
went an improvement. It is almost impossible to secure 
any accurate figures which throw any light upon the con- 
dition of the working classes in Germany during the period 
prior to colonial expansion in Germany. Judging, how- 
ever, from the utterances of the early German Socialist 
leaders, of Marx as well as of Lassalles, and many others, 
there is every reason to think that the condition of the 
working classes in the time immediately preceding the 
Imperialist phase of capitalism was getting rapidly worse. 
The feudal restrictions on the development of industry 
were slowly breaking down, and the new capitalism had 
not yet built up its profit-making machinery, whereby 
the surplus values drawn from the wages of labour would 
slip off automatically into investment in the colonial areas. 
In this transition stage the number of people thrown out 
of employment by the introduction of machinery was as 
great as it was in the first half of the nineteenth century 
in England. There is no doubt that the economic state 
of the working classes at this time was responsible for the 
psychology of those who gave utterance to their wants. 
And in this respect it is interesting to note that both Marx 
and Lassalles, both the revolutionary realist and the 
Utopian constructor of “ producers’ unions,” all agreed 
that German capitalism, as it developed, would progres- 
sively drive more and more layers of the working classes 
down into poverty and hunger, till, at last, there would, 
unless a new social order intervened, be only two classes : 
a small class owning the means of production, and the 
masses living in abject poverty. This was the famous 
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““ Verelendungstheorie ”’ (the theory of progressive pauperi- 
sation), which was prevalent in the early phases of the 
German Socialist movement, and which inspired the 
Lassallean producers’ unions as well as the Marxian Com- 
munist Manifesto. 

But, side by side with the growth of German Imperialism 
after the foundation of the Empire, it is possible to 
observe a certain improvement in the conditions of at 
least certain layers of the working-class population of 
Germany. Thus the income tax figures for the Kingdom 
of Saxony, between the years 1879 and 1897, show an 
increasing percentage of small incomes under 800 marks a 
year. Moreover, the purchase of cotton goods during this 
period in Germany had trebled, and the consumption of 
beer, meat, eggs and milk, had doubled per head of the 
population.* There can be no doubt that, during the 
eighties and nineties of last century and the first decade 
of this, the actual wage-earning element of the population 
of Germany began to segregate into a number of sub- 
classes. Foremost amongst these was an increasing 
number of skilled, organised workers who were specially 
needed by the capitalist Imperialists in order to enable 
the machinery of capitalism to run smoothly. These 
became specially privileged, were drawn, to some extent, 
away from the rest of their class, were given a certain 
share in the profits in the form of higher wages and 
bonuses, while influences were at work soon to train their 
minds to look upwards to the class above them and not 
downwards to the ranks from which they sprung. Further, 
members of this sub-class would rise to become small 
independent employers and capitalists on their own, doing 
small work needed by the industrial machine of big capi- 
talism. And as long as it was the halcyon days of capi- 
talist Imperialism, as long as there was no difficulty in 
exporting the surplus values drawn from the various 
sections of the wage-earning masses of the country—but 
in different degrees—into the colonial areas, it was pos- 
sible for the big capitalists to create and pamper an aris- 

* “Deutsche Geschichte,” Karl Lamprecht; “‘ Zweiter Erganzungs- 
band,” Erste Halfte, p. 434. 
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tocracy of labour and a small employing class economi- 
cally dependent upon themselves. This actually happened 
in the last decades of last century and right up to the 
Great War in every capitalist country of Western Europe, 
but it came later in Germany because the growth of 
Imperialism was, on account of peculiar historic causes, so 
much later. 

Now this development had an immense influence on the 
mentality of the German Labour movement. It is no 
accident that the rise of ‘‘ Revisionism,”’ as it was called, 
coincided almost exactly with the expansion of German 
Imperialism. In the Socialdemocratic Party of Germany 
at this time there were roughly three sub-classes of the 
working class.* There was the skilled labour aristocracy, 
which was acquiring a mentality of its own and was rising 
out’ of the masses of unskilled but steadily-employed 
labour. By the side of both these there was then the 
casual labour, the unemployed reserve, at the beck and 
call of the master class whenever booms were on or when 
there was need to depress wages. Of these three sub- 
classes, the first, the labour aristocracy, began to be more 
content with its lot, and gradually its aims did not go 
beyond attempts to improve its conditions within the 
capitalist system, which was regarded now as a permanent 
institution, to be reckoned with and recognised. This 
element towards the end of last century largely got 
control of the German Trade Unions, and, through 
these, influenced the Socialdemocratic Party. For the 
German Trade Unions, unlike the British, had been founded 
originally by political parties (the ‘‘ Hirsch-Dunker ”’ 
Unions in the sixties by middle-class Progressives, the 
“Christian”? Unions by the Catholic Zentrum, and the 
‘Free ” Unions by the Socialdemocratic Party), and had 
been up till now mainly under their influence. But with 
the rise of the skilled labour sub-class, the unions, at least 
the “ Free ” Socialist ones, began to make their influence 
felt on the party. On the other hand, the second sub-class 
of German Labour, the unskilled, but steadily employed, 
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from the ranks of which the skilled were recruited, kept, 
more or less, the revolutionary mentality, and were not 
prepared to live indefinitely within the capitalist system. 
They remained true to the old traditions of the Ger- 
man Socialdemocracy, which, whether by ‘“ producers’ 
unions ” or by class struggle, was out to end, and not to 
mend, the system. They were best represented by such 
men as August Bebel in his early days. And, lastly, there 
came the casual unemployed reserve group, which had no 
definite political orientation at all, but drifted helplessly 
under the influence of whoever would find them a crust of 
bread or a day’s work. 

This, then, was the situation when, in October, 1891, 
at Erfurt, the first Congress of the Socialdemocratie Party 
was held, after the suspension of the Socialist law. The 
German working classes had borne the brunt of persecu- 
tion and won their right of political association. How 
would they use it? Which of the ideas, influencing the 
various sub-classes of the wage-earners, would gain the 
day ? The Congress produced the famous Erfurt Pro- 
gram. It has been regarded as the landmark in the 
progress of Continental Socialism. But this much may be 
said of it. While it brought about a complete liquidation 
of the last traces of Utopian Socialism (the Lassallean 
‘‘iron law of wages”’ and “‘ producers’ unions ”’ were 
dropped), this victory of the realists, recognising the class 
struggle, was, in reality, but a Pyrrhic one. The great 
question now was whether German Socialdemocracy, 
having finally given up all ideas of ignoring capitalism and 
of building up a new Jerusalem without struggle, would 
summon up courage to attack the citadel of capitalism, 
or whether it would try to sneak into the citadel by the 
back entrance and ask for crumbs that fall from the 
master’s table? It was a struggle between that section 
of German Labour which had prospects of acquiring privi- 
leged positions during the period of the expansion of Ger- 
man Imperialism and those who had no prospects before 
them but the present standard of life, and a possible lower- 
ing of that standard if the expansion should cease. 


The struggle between these two ideas is clearly to be 
P2 
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seen in the debates on the Erfurt Program, and perhaps 
still more in the discussions which followed the Congress. 
For at the Congress the issue between these two wings of — 
the movement was left undecided. The program of the 
party was made to include items upon which both wings 
could agree to unite, such as universal suffrage, direct 
legislation, popular rights, popular militia, democratic 
justice, shortening of hours of labour. But it left unde- 
cided the question whether the creation of the Demecratic 
Parliament or the capture of the capitalist State machine 
and its use as an instrument of proletarian dictatorship 
should be the final objective of the party. At the Con- 
gress the Bavarian Socialist, von Vollmar, was one of the 
first to raise this question when he asked : ‘‘ Was it not 
time to give up refusing on principle to work with the 
existing order.”’ And soon after the Congress, Edward 
Bernstein, the son of an engine driver and himself a bank 
clerk, put forward in concrete form the ideas which were at 
this time uppermost in the minds of the privileged layer of 
the Labour aristocracy. ‘‘ The big industrial capitalists,” 
he wrote in 1898, “‘ are swallowing up the very small enter- 
prises, but not by any means the moderately large con- 
cerns. The latter, on the contrary, comprise an increasing 
number of small capitalists, which present an unshakeable 
barrier.” From this he drew the conclusion that surplus 
values were not accumulating only in the hands of.a few 
great magnates, as Marx had predicted ; that on the con- 
trary, surplus values were being distributed over a wide 
section of the population and that the working classes had 
every prospect of getting a fair share. ‘‘ Social demo- 
cracy,” he continued, “‘ has neither to expect nor to desire 
the breakup of the present economic system. Its task 
for many years to come is to politically organise the work- 
ing classes, to prepare them for democracy and for reforms 
within the State, which are calculated to raise the standard 
of life of the workers.” Bernstein even added that he 
would be prepared to work for this program under a 
Constitutional Monarchy, such as exists in England. 

Both at the time of the Congress and after, Bernstein’s 
Revisionism, as it was called, was contested by none other 
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than Karl Kautsky, now its most ardent supporter. In 
his introduction to the Erfurter Program, published in 
1904, Kautsky stoutly denies the whole premises of 
Bernstein’s theory. Bernstein, he maintained, thought 
that the increasing number of small capitalist enterprises 
indicated that those enterprises were flourishing. The 
contrary was the case, for they were merely the wreckages 
of the social system, squeezed out in the competition with 
the trusts, eking out a miserable existence and performing 
no social function. As the wreckage of capitalist society 
was thrown off, it accumulated, and was rather a proof of 
the correctness of Marx “‘ Verelendungstheorie ” than the 
reverse. As for the increase of small proprietors on the 
land, very few of these were economically independent, 
and all served as labour reservoirs for the great estates. 
For the next twenty years, after the Erfurt Congress, the 
Erfurt Program was the guiding star of the German 
Socialdemocratic Party. But it was merely the shield to 
hide the great struggle which was going on in the soul of 
the Party between the Revisionists and the Revolutionaries. 
As time went on, and as the capitalist Imperialism of Eng- 
land, Germany and France had carved out the greater 
part of the available colonial areas of the world, and as the 
menace of armed struggle for the few that remained loomed 
on the horizon of international politics, doubts as to the 
wisdom of the theory that the working classes could ever 
derive any permanent benefit under the existing system 
became more widespread. The modern revolutionary 
school began to crystallise in the German Socialdemo- 
eractic Party under the leadership of one of the greatest 
minds of her day, the Polish-Jewish immigrant in Prussia, 
Rosa Luxemburg. But in the meantime, the machinery 
of the Trade Unions and of the Socialdemocratic Party 
had been captured by the aristocracy of labour and a 
definite ‘‘ Labour intellectual class’ had been formed, 
who edited the organs of Socialist opinion, and who were 
almost exclusively under the influence of Bernstein’s 
Revisionism. And Bernstein could still only see in the 
material improvement of the lot of a section of the workers 
under capitalist Imperialism a sign that that improvement 
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would extend throughout the whole population. He did 
not reckon with Armageddon, war debts, and the inevitable 
inflation which would follow in its train and which would 
sweep away in a few short years the savings of the more 
fortunate elements of German Labour, which he uncon- 
sciously represented. And he did not even seem to believe 
that war was an intricate part of the capitalist system, for 


. when the catastrophe came in August, 1914, he repudiated 


in horror his comrades, more logical than he, who, once tied 
to chariot wheels of Imperialism, followed that chariot into 
the struggle. And so during the war Bernstein gravitated 
towards the anti-militarist, pacifist element of Continental 
Socialism, which had its home in Vienna and had begun 
before the war to form the so-called Austro-Marxian 
school. About this school we shall hear more in the next 
chapter. So far, at least, we have seen that German 
Imperialism to no small degree succeeded in dragging the 
most influential elements of German Labour with it during 
the first phase of the legal activity of the Socialdemocratic 
Party. Once bound to it in peace, they were bound to it 
in war. And bound to it in war, they were bound to it 
in the Revolution, which followed the war, as we saw in 
Chapters IJ. and III. Capitalist Imperialism in its last 
stage of development succeeded in Germany, as in France 
and England, in dividing the working-class party at the 
critical moment and segregating from the rest a privileged 
element, which got control of the Labour organs. This 
was facilitated by the theory of class compromise, which 
found its most perfect expression on the Continent in the 
Revisionist movement in the German Socialdemocratic 
Party. And the spiritus rector of this movement was 
Edward Bernstein, who bears no small responsibility for 
the moral debacle of German Socialism in August, 1914, 
and in later events. 

And since the even greater debacle of German Socialism 
after the November Revolution, 1918, the Socialdemo- 
cratic Party has‘come more and more to be controlled by 
the professional Labour intellectuals and by members of 
the middle class seeking a political career. The fact that 


| the petit bourgeoisie now play a dominant réle in the Social- 
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democratic Party in Germany is testified to by none other 
than Dr. Cunow, the great theoretician, economist and 
historian of the party. In his commentary to the 
new party program, accepted in September, 1921, at 
Gorlitz, he wrote the following lines: ‘Is the German 
Socialdemocracy any longer a great class party, consist- 
ing exclusively of workers, in such a way that the term 
social democracy and labouring class are identical ? Has 
the development of the party in the political fight kept it 
free from all the so-called middle layers of society, so that 
there is now only a great united workers’ party facing up 
against the bourgeoisie? Our party is no longer a great 
class party, and so it can no longer carry on in the former 
sense a policy based on the class struggle, or follow solely 
the interests of the working classes. It is compelled to 
find ways to conciliate the interests of the different social 
layers, which it contains.” 

And these words largely explain why such a thing as Hie 
Noske period was possible in Germany. 


CHAPTER XII 


ROSA LUXEMBURG AND THE “ CENTRISTS ” 


ALREADY, before the war, there had begun to appear 
in the ranks of the German Socialdemocracy a group of 
theorists, who, while in agreement with the Revisionist 
interpretation of the nature and development of capitalism, 
were, neverthless, not prepared to follow the Revisionist 
leaders in the support of their national Governments in 
the event of an Imperialist war. It is, perhaps, not alto- 
gether a chance that this school was strongest in Vienna 
among the Austrian Socialdemocrats. For the indus- 
trialisation of the Austro-Hungarian Empire was nothing 
like so far advanced as that of the German Empire, and a 
powerful and influential labour aristocracy, interested to 
some extent in the policy of Imperialist expansion, had 
not had time to be created, except in embryo. Add to 
this the mild, enervating atmosphere of Vienna, and it 
is not surprising that the Socialdemocratic movement of 
Austria should have thrown up a school of intellectuals 
who tried to compromise between two irreconcilable out- 
looks on the social problem. They did not deny the thesis 
of Bernstein, laid down during the nineties of last century, 
that the accumulation of profits or of surplus values in a 
capitalist country may bring about an improvement in 
the conditions of wide sections of the proletariate. But, 
having admitted the Revisionists’ thesis so far, which makes 
the welfare of a section of the proletariate dependent upon 
Imperialist expansion, they then refused to admit the 
inevitability of war between one capitalist country and 
another. And they evolved a theory which tried to prove 
that Imperialism was an accidental phenomenon, due to 
the idiosyncrasies of monarchs or diplomats, and not to 
the inevitable process in the development of capitalism, 
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They became the representatives of the frightened, 
pacifist, intellectual element of the Socialdemocratic 
movement in the German-speaking countries, which re- 
nounced the alliance between the “labour aristocracy ” 
and the capitalist Governments, but only in the event of a 
war, and invented a theory to prove that war was not 
necessary under capitalism at all, and colonial expansion 
only a chance phenomenon. 

The theoretical leader of this Austro-Marxian, or so- 
called “* Centrist,” school of thought was Otto Bauer. He 
had numerous supporters in the German Socialdemo- 
cratic Party, which subsequently found expression in the 
foundation of the Independent Socialist Party of Germany. 
Kautsky, who had been one of the strongest opponents of 
the Revisionists in the nineties, crystallised into a Centrist 
during the war. Even Bernstein, as I have shown in the 
last chapter, when frightened at the logical results of his 
Revisionist theory—coalition between the “labour aris- 
toeracy ” and the capitalist Imperialists during the world 
war—took refuge among the German Independents. But 
the logical results of the Centrist theory was hardly less 
inviting than those of the Revisionists. For, in trying to 
prove that German Imperialism was not an inevitable 
development of Junker middle-class capitalist expansion 
into colonial areas, and was merely the result of lust 
of power and conquest by the Hohenzollern dynasty and a 
military caste, they found themselves in the same camp 
as those people in England and France who were out to 
split up Germany and annex the left bank of the Rhine 
in the interests of the capitalist Imperialism of the Entente. 
Necessity made strange bed-fellows. If Scheidemann, as 
representative of the “ Revisionists,” between 1914 and 
1918 found himself in the same bed as the Kaiser, the 
German Independents, as representatives of the “ Cen- 
trist ’? school of German Socialism, soon found themselves 
** doubling in ” with Lord Northcliffe and M. Clemenceau. 

But already before the war a centre of opposition had 
begun to be formed within the German Socialdemocratic 
Party against both the Revisionist and the Centrist 
schools. A few great minds had grasped the meaning of 
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the crisis which capitalist Imperialism was heading for in 
the first decade of this century, and which came to a head 
in the Great War. In discussions at Party Conferences, 
and in reviews of books and pamphlets in the first decade 
of this century, a voice had been heard demanding that 
German Socialdemocracy return to the principles laid 
down fifty years before in the Communist Manifesto by 
Karl Marx, and avoid all things which might lead the party 
to collaboration with the bourgeosie. That voice was the 
voice of Rosa Luxemburg, who, soon after her arrival in 
Germany in the early nineties, endeavoured to bring the 
German Party back to first principles and to the discussion 
of the methods of the social revolution. Going down to 
the root of the problem, she combined the penetrating 
insight which has characterised the leaders of the revolu- 
tionary movement in Eastern Europe with the laborious 
study of detail which has characterised all German research 
workers. In 1913 she’ published her “ Accumulation of 
Capital,” which may be regarded as the starting point of 
the modern Communist movement in Germany, and, 
indeed, on the Continent. In her preface to this work she 
explains how she’ was constrained, when studying the 
Marxian theory, which had been the official basis of the 
programme of the Socialdemocratic Party since the 
Gotha Congress, to “look at the whole process of capi- 
talist production, not only in its concrete relations to the 
practical problems of life, but in its objective historical 
perspective.’ Her research had brought her to the con- 
clusion that this was a problem which showed. that 
“modern Imperialism had deep-seated economic roots,” 


and that this was of the utmost importance for the 


Socialdemocratic Party “ in its practical struggle against 
Imperialism.” 


Luxemburg began by reviewing the theory of production 
as laid down in Marx’s “‘ Capital,” and on which all three 
schools of thought within the German Socialdemocratic 
Party could agree. All agreed, for instance, that in a 
given capitalist country a certain quantity of goods were 
produced in a year by hand and brainlabour. One portion 
of this was produced to replace or add to instruments of 
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production, and this was called “‘ fixed capital.’’ Another 
portion was paid back in the form of wages and converted 
into food to keep the workers in existence. This was 
called “ variable capital.” A third portion of these goods 
produced was held back in the form of surplus value or 
profit, and goods representing this value must accumulate 
or find an outlet somewhere. Now, where are the pur- 
chasers to be found for this accumulated surplus? That 
was the problem which faced the three sections of the 
party, the Revisionists, the Centrists, and the supporters 
of Luxemburg. 

As a matter of fact, neither the Revisionists nor the 
Centrists seemed to regard this problem as at all serious. 
When Rosa Luxemburg published her ‘‘ Accumulation of 
Capital,” they hardly treated it seriously and contented 
themselves with dryly explaining that all this problem of 
accumulation had already been solved by Marx himself in 
Volume I. of his “ Capital.”»° Rosa Luxemburg, they 
maintained in their reviews of her book, was flogging a 
dead horse. Marx had shown that surplus values can be 
and are automatically absorbed in any given capitalist 
country. In Volume I. he had taken a capitalist country 
and had, by means of a mathematical calculation, shown 
that accumulated surplus values were absorbed on a quite 
definite plan without the introduction of any external 
factors, like colonies, Imperialist expansion, etc. There- 
fore, they argued, the problem of accumulation did not 
exist. Basing their whole argument, therefore, on 
Volume I., the Revisionist and Centrist leaders regarded 
the capitalist system as something static, automatically 
accumulating surplus values within itself and absorbing 
them. All sections of the population would sooner or 
later secure a portion of these values. Therefore, said the 
Revisionists, like Bernstein, what was the need to talk 
about revolution and the need for overthrowing capitalism, 
when all that was needed was to secure that the process of 
distributing the surplus values among the labouring 
section of the population took place smoothly and without 
friction ; therefore, said the Centrists, like Bauer and 
Hilferding, what was the use of talking about inevitable 
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Imperialist expansion and war, when no capitalist country 
need necessarily hunt about for colonies for absorbing its 
surplus values. 

In reply to the critics of her book, Luxemburg wrote a 
thesis which for brilliance and dialectical power is unsur- 
passed in the rich literature of the German Socialist move- 
ment. It bore the pungent title ‘‘What the decadents 
have made of the Marxian Theory.” * Here she com- 
menced by showing that Marx had never intended that 
his Volume I. of “‘ Capital ” should be taken as assuming 
a state of affairs actually existing. Thus, she said, Marx 
wrote: f “In order that this study be made free from 
complications and side-issues, it is necessary here to regard 
the world of economies as if it were one nation and to 
assume for the sake of argument that capitalist production 
is everywhere established and dominating every branch of 
industry.’’ To this, Luxemburg adds: { “‘ The assump- 
tion in the Marxian analysis is that a society exists, con- 
taining only capitalists and workers and the problem 
which Marx sets himself is to establish an economic law to 
show how two classes whose consuming capacities are 
insufficient to cover the accumulation would be compelled 
alone from year to year to consume this accumulation.” 
Marx, said Luxemburg, never intended this portion of his 
** Capital ” to be more than a study of what would happen 
in this hypothetical situation, and she added §: “dies 
just here that it seems to me quite in keeping with the 
Marxian theory to abandon this hypothesis in Volume I. 
of * Capital,’ which served its special purpose admirably, 
and to put our study of the accumulation of capital, as a 
process, on the basis of the economic exchange, taking 
place between capitalist countries and their real surround- 
ings.” As Luxemburg showed, Marx had intended 
Volume I. of “ Capital ” to contain a hypothesis to show 
the workings of capital in its detail, but not on a world 
scale. In Volumes II. and III., on the other hand, he had 


* “Was die Epigonen aus der Marxschen Theorie gemacht haben.” 

t “ Capital,” vol. i., p. 544, footnote 28a, 

{ “ Was die Epigonen aus der Marxschen Theorie gemacht haben,” 
p. 46 (Frankes Verlag, Leipsig, 1921). 

§ Op. cit., p. 23. 
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intended to consider capitalism in its relation to non- 
capitalist areas of the world, as it actually exists to-day 
with highly concentrated factory production in one part 
of the world side by side with small handicrafts, peasant 
industries and land cultivation under the relics of a feudal 
system or serfdom, as it exists in another or colonial part. 

This work he had begun, and had got so far as to sketch 
out roughly with a certain amount of unarranged detail 
the plan for Volumes II. and III. But his health, in exile 
in England, gave way, and he never lived to complete the 
great literary edifice which he had intended to devote his 
life to, and of which Volume I. of ‘‘ Capital ’’ was only to 
be the foundation stone. As a matter of fact, the un- 
finished materials of Volumes II. and III. were put together 
after his death by Marx’s friend, Engels, who, however, 
had nothing like the breadth of view of Marx. Without 
understanding the general plan on which Marx was work- 
ing, Engels added many things not in keeping with that 
plan. Thus it came about that the Revisionist and 
Centrist school of thought in the German Socialdemo- 
eratic Party arose in its final theoretical analysis from a 
misunderstanding of Marx’s interpretation of the real 
nature of the capitalist system. In order to understand 
the developments in the modern German Socialist move- 
ment it is necessary, therefore, to follow Rosa Luxemburg’s 
controversy with the Revisionists and Centrists, but parti- 
cularly with the latter over the theory of the accumulation 
of capital in a little more detail. For this is the starting 
point of the German Communist movement and, in fact, 
of the revolutionary movement in Central Europe to-day. 

The most powerful criticism of Luxemburg’s “* Accumu- 
lation theory ” came from the great theoretician of the 
Centrists, the Austrian Socialdemocrat, Otto Bauer. His 
first line of argument * was that capitalists can, if they 
want, invest their surplus values at home in improvements 
of machinery, technique, increased stock, in fact, in 
“ fixed capital ” without danger of losing their profits, and 
hence there is no @ priori reason for seeking colonial 
markets. ‘The capitalists can, if they wish,” he says, 

* ‘ Neue Zeit, 1913, No. 24, p. 863. 
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“use their accumulated surplus in one year for the exten- 
sion of and founding of new businesses. In the next year 
also, if they want to find employment for a still further 
increased capital, they must already this year build new 
houses for workmen, buy machines and stores.”’ To this, 
Luxemburg replies *: ‘‘ Capitalist A. can only sell at a 
profit to capitalist B. and he to capitalist C. increased 
quantities of goods, as assumed by Bauer that they ‘ want ’ 
to do, provided that at least one of them sells his increased 
quantity of goods outside the circle. If this does not 
happen, then the machinery of the merry-go-round will 
after a couple of turns creak and come to a stop. In 
actual fact the total capital of a given country shows a 
total annual profit in money form, and this must be con- 
tinually accumulating. But how can it accumulate, if a 
part of it only wanders from one pocket to the other of 
persons living in the same country.” 

Moreover, Luxemburg added, if the accumulation is 
absorbed automatically, why are there, in actual fact, 
periodical crises in the capitalist system and constant hunts 
for colonial markets and spheres of influence? To this 
the answer of the Centrists is best seen in the great stan- 
dard work “ Finance Capital,” by Rudolph Hilferding, 
himself a younger disciple of Otto Bauer, of the Austro- 
Marxian school. Hilferding, who, with extraordinary 
efficiency, shows in detail the workings of modern finance 
capital, came to the same conclusion as Otto Bauer, and 
saw no special problem in the finding of outlets for the 
accumulated profits of capital. For he writes : fT *The 
scheme (in Volume I. of Marx’s ‘ Capital’) shows that 
capitalist production and reproduction, both on a simple 
as well as on an extended scale, can proceed uninterrupted 
if only the proportions (between ‘ fixed’ and ‘ variable ’ 
capital) are kept. A crisis can, of course, break out by 
disturbance of the proportion between worn-out and 
newly-invested ‘ fixed ’ capital. But there is no reason to 
suppose that the crisis in capitalist production has any- 


: oS Was die Epigonen aus der Marxschen Theorie gemacht haben,” 


p. 34. 
{ “ Finanz Kapital,” p. 318, 
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thing to do with the under-consumption of the masses or 
with the surplus of products. Any expansion of production 
is possible, which fits in with the available productive 
power.” 

The Centrists, then, admit that crises arise in capitalist 
production, but they deny that these have anything to do 
with hunts for colonial markets. Crises, they say, have 
their roots in the disproportion between the rate of accu- 
mulation of profits and the “‘ available productive power ” 
in a given country, that is, the rate of increase in the popu- 
lation. Now this theory, advanced by Otto Bauer in 
criticism of Luxemburg,* is based on two assumptions : 
either that technical progress or the increase of “ fixed 
capital ’’ does not cheapen production, or else that, if a 
cheapening of production takes place, it benefits the 
workers only and does not create accumulated profits, for, 
if the accumulated profits are absorbed in wages by the 
ever increasing population, there can obviously be no 
surplus profits accumulating and therefore no problem of 
what to do with that surplus. The crises which arise, 
according to this view, are quite accidental affairs, like all 
the phenomena, which are accounted for by the Revi- 
sionists and Centrists. The population does not happen 
to increase quite as fast as the accumulated profits, or the 
latter accumulates a little too fast and cannot be absorbed 
as quickly as it ought to. It is purely the cussedness of 
- some diplomat or statesman that brings about these 
periodical troubles in the capitalist system, like booms and 
depression. 

Rosa Luxemburg answered this muddle-headed philo- 
sophy of the Centrists in some admirable passages in her 
“ Antikritik,” + both from a theoretical and from a prac 
tical point of view. ‘*‘ Assuming,” she writes, *‘ that there is 
technical progress and increase in ‘ fixed capital,’ then 
the total amount given out in wages cannot increase at 
the same rate as the increase of population. For instance, 
if the population is constantly increasing, say, 5 per cent., 
then the amount paid in wages must be on the decrease, 


* “ Neue Zeit,’ 1913, No. 24, pp. 871-873. 
} Op. ctt., pp. 77, 78. 
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say, 4 per cent., 8 per cent., 2 per cent. ; and vice versa, if 
the total amount paid in wages is on the increase and 
technical progress is continuing also, then the population 
must be relatively on the decrease. But then the whole 
law of balance of proportions between ‘fixed’ and 
‘variable’ capital, upon which Bauer has built up his 
theory, falls to the ground like a pack of cards. This 
theory is thus built up on two economic absurdities, which 
run counter to the whole essence of capitalism and the 
process of accumulation.”” Examining Bauer’s theory in 
the light of facts also, Luxemburg showed that, according 
to him, countries where there is high and ever-increasing 
technical process, ought to have a population ever increas- 
ing at the same rate as the rate of.increase of “‘ fixed 
eapital.”’ And the countries with the low accumulation 
should have slowly increasing populations. But what are 
the facts ? In Germany, between 1870 and 1910, the popu- 
lation increased at the rate of only 14 per cent. annually, 
but the technical progress and accumulation of capital 
in this period was phenomenal. Again, in England, at the 
commencement of the century, the rate of increase of the 
population per annum was -87 per cent. and in France -18 
per cent., but the increase of capital accumulation and 
technical progress in both was enormous. In European 
Russia, Servia, and Rumania, where the annual increase 
of population was from 1-3 per cent. to 1-6 per cent., the 
accumulation of capital was infinitesimal and technical 
progress backward. 

Luxemburg goes on to explain * how the Centrists put 
the cart before the horse, and in the study of the develop- 
ment of capitalism confound cause with effect. This gives 
them a totally false political perspective when they try to 
approach world economic problems. Thus, they say, tem- 
porary breakdowns in the capitalist system, or over- 
accumulation, are due to the fact that too much of the 
products of the industrial system are present in the form 
of wages or technical appliances to be made use of by the 
population; that more labour is required than there 
actually is, and that, therefore, the owners of the means 

* Op. cit., p. 89. 
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of production are forced to be reasonable and curtail their 
operation to suit the rate of increase of the producing and 
consuming population. Bauer’s “ Mechanical Theory of 
Capitalism,” as Luxemburg called it, regards the labour- 
ing class as the centre of economic life. They and their 
growth are the axle round which the economic wheel 
turns. By their automatic growth they determine the 
amount of capital set aside in wages and the amount set 
aside in technical improvements. This comfortable theory 
tends to make capital accumulation harmonise with the 
growth of population, which latter governs the inter- 
national situation. This is a delightful Utopia, and one 
which would, sooner or later, be realised under Socialism, 
but it does not square with the hard facts of capitalist 
exploitation. 

In fact, says Luxemburg, the exact contrary is the case. 
Over-accumulation, and a crisis in production, is not 
accompanied, as Bauer says, by high wages and by lack 
of labour, owing to too small a population, but by exactly 
the reverse. Over-accumulation of stocks, high prices and 
profits prepare the ground for unemployment. In fact, 
there is too large a population to enable capital to deal 
with the surplus without cutting down “ variable capital,” 
and so wages fall. And Marx saw this when he wrote * : 
** If capital is sent to foreign countries, it is not done be- 
cause there is absolutely no employment to be had for it 
at home, but because it can be employed at a higher rate 
of profit in a foreign country. But such capital is absolute 
surplus capital for the employed labouring population and 
for the home country in general. It exists as such together 
with the relative over-population, and this is an illustration 
of the way in which both of them exist side by side and are 
conditioned by one another.’’ Indeed, Marx heads this 
section of the chapter: ‘‘ Surplus of Capital alongside of 
Surplus of Population.” 

Luxemburg also, following Marx in his unfinished 
second and third volumes of “Capital,” in which he 
approached the problem of capitalism in relation to its 
historic surroundings, showed that there is excess of popu- 

* “ Capital,” vol. iii., partiii., chap. XV., sect. 3, p. 300 (Kerr, Chicago). 
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lation, unemployment, and falling wage scales, not because 
there is not enough capital, as the Centrist school in the 
German and Austrian Socialdemocracy would have it, 
but because too much capital is accumulated to enable the 
process of accumulation to continue. And it must do 
this or else it ceases to be capital, and the whole profit 
system falls to the ground. And in order to prevent this, 
places must be found where the capitalist method of pro- 
duction is not developed. The population living here 
must be forced to produce and consume, as in the coun- 
tries with capitalist production, in order that the surplus 
produce, which cannot be consumed at home, because 
there would be no profit in its consumption for the owners, 
may be consumed in this colonial area, and, by so doing, 
create for the owner a value in goods, or capital invest- 
ment, which will be greater than the amount exported to 
this area. This is only possible in countries where a quite 
primitive non-capitalist economy is still prevalent, and 
one based on handicraft production and mercantile barter. 
In the process of breaking this down capitalism will draw 
out in the form of cheap raw materials, cheap food, low- 
paid labour, more than the value that it puts in. Hence 
these countries must be forced to submit to this process. 
Hence they must be intimidated by military expeditions 
and naval demonstrations in Asia and Africa. Hence, if 
another capitalist country poaches upon this preserve, 
where lies the talisman the loss of which would entail the 
ruin to the capitalist system, that capitalist country must 
be warned off, and if it will not go it must be forced. Hence 
there are punitive expeditions to colonies to force an alien 
economy on primitive races, as well as Imperialist wars 
between two countries with a highly developed capitalist 
system, to decide the fate of colonial countries. And this 
is not only not an accident due to the idiosyncrasies of 
diplomats and statesmen, as sentimentalists, pacifists, and 
theoretical ‘‘ experts ”’ among the Centrists in the German 
Socialdemocracy, and some of the I.L.P. and Labour 
leaders in England, would have it, but a perfectly normal 
and inevitable phase in the growth of capitalism, which can 
only be ended when the system is ended. It was the genius 
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of Rosa Luxemburg who forced this truth to be heard in 
the German Socialist movement before the war. She tried 
to bring the Socialdemocratic Party back to the true 
interpretation of the historical development of capitalism, 
which Marx had dimly forecast in his Communist Mani- 
festo, and which he had set his hand to trace in a series of 
great works, of which ‘‘ Capital” was to be a part, when 
death stayed his hand. And this truth she and her com- 
panion, Kar] Liebknecht, preached during the war, when 
Revisionists were lunching with Prussian generals at the 
front, and Centrists were squealing like frightened chickens 
at events which their minds were too little to understand. 

But the Marx-Luxemburg theory of accumulation 
explains not only the phenomenon of Imperialism and war 
from a scientific standpoint ; it also shows the inevitability 
of the social revolution if the producing and consuming 
classes are to free themselves from exploitation. Thus 
writes Luxemburg *: ‘‘ Here, as elsewhere, theory serves 
its purpose, if it shows us the tendencies and logical ends at 
which it (Imperialism) is aiming. The present aims (of 
capitalist society) can no more be fully accomplished than 
the aims of any other society in an earlier period of his- 
toric development could. And the less will it be accom- 
plished, the more the class consciousness, incorporated in 
the Socialist-labour class, enters the arena and counters 
the blind play of forces. To attain this consciousness, a 
correct interpretation of the Marxian theory is needed. 
Modern Imperialism is not, as Bauer would make it, the 
first stage in the expansion of capitalism, but its last stage. 
It is a period of universal and acute world competition of 
capitalist States for the last remains of the non-capitalist 
areas of the earth. The economic and political catastrophes 
are, in their final stages, just as much a vital element of 
capitalism as they were in the early primitive mercantile 
accumulations. . . . The characteristics of Imperialism, 
as the last struggle of the capitalists for world hegemony, 
is not only its energy and the many-sidedness of its 
expansion, but the fact that this decisive struggle for 
expansion is being transferred from the areas, which are 

* Op. ctt., pp. 117, 118. 
Qg2 
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its objects, to the lands of its origin. The expansion of 
capital, having sacrificed for four hundred years the exist- 
ence and culture of non-capitalist lands in Asia, Africa 
and America, now hurls the cultured populations of 
Europe into a series of catastrophes, the end of which can 
only be either the ruin and decay of all civilisation or the 
intermediate transition stage into the Socialist method of 
production. In the light of this understanding, the pro- 
letariat should take up its position towards Imperialism. 
Its tactics should be determined by the historical alternatives.’’* 

And just as the theoreticians and leaders of the German 
and Austrian Centrists failed to understand the nature of 
the forces leading to war, and were consequently driven 
like chaff before the wind between the years 1914 and 
1918, so, in the revolutionary years 1918-19, they found it 
impossible to take up any definite and clear attitude 
towards the question : Should the German Revolution be 
an uprooting of the existing economic system and the 
beginnings of a new Social order, or should it be merely a 
change of the personnel of government? On every occa- 
sion, when it was a question of acting, of having a definite 
policy, the leaders of the German Independent Socialist 
Party in the Revolution were torn between their pious 
desires for Socialism and their fear of the consequences of 
action. And so they fell back on attempts at reconciling 
the irreconcilable, at mixing oil and water. Failing to see 
in the war an essential phase of capitalist Imperialism, 
they failed to see in the economic chaos arising out of the 
war anything but an accidental disturbance of the balance 
within the capitalist system. Hence their belief with the 
Revisionists of the Majority Socialist Party in an artificial 
body, consisting of the heads of capitalist States, like the 
League of Nations, to solve the problem of avoiding war. 
And yet, by their very nature those States, so long as they 
remain capitalist, cannot do other than expand into the 
undeveloped places of the earth, with the inevitable con- 
sequence. Hence, also, the insistence of the Independent 
Socialist leaders on the fulfilment of the Versailles Treaty, 
on after-war reconstruction of Europe on a capitalist basis, 

* Italics mine. 
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and on the necessity that the proletariat of Europe 
should resign itself to its fate for long years to come. 

The clearest light was thrown on the ideas of the German 
Centrist leaders after the war in the various articles of 
their economic expert, Hilferding, in the Berlin Freiheit, 
between 1919 and 1922. I quote from one on January Ist, 
1922. After arguing that after-war developments have 
shown that the two most powerful capitalist States, 
England and the United States, were showing every sign 
of collaborating together in the joint task of peaceful 
penetration of the remaining colonial areas of the world, 
and after convincing himself that France would have to fall 
into line,he concluded that capitalism was now settling down 
to peaceful consolidation and that Imperialist wars, which 
only came when special circumstances favoured them, were 
now next to impossible. He then went on to write: 
** There is nothing more foolish than to close one’s eyes to 
the fact that behind this development the most powerful 
economic and political world forces stand, or to do like 
the Communists, who look for new wars, in the hopes that 
they will let loose the world revolution. Doubly foolish, 
because thereby they forget the terrible lessons of the 
immediate past. For that was the tragedy of German 
Socialism ; that it came into power (in 1918) only because 
of the war and the defeat, when subjectively the spirit of 
the working classes was nationalistic and militaristic and 
the objective possibilities of Socialism were narrowed 
down because of the ruin of the war. What a terrible 
thought it is that Socialism, the true standard-bearer of 
Humanity and Culture, can only come out of the barbarism 
of war! We know however that the capitalist system is 
continuing its penetration and expansion. This time it is 
by peaceful means and it will mean the revolutionising of 
the world and the breaking down of primitive systems in all 
corners of the earth. What the Bolsheviks have tried to 
do—awaken the East-—will be done by Capitalism in its 
world expansion on a much greater scale and in a much 
more effective way. But when it has turned on its way 
back, the East will be freed; the Great Powers will no more 
dominate.” 
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In these words one sees the Centrist philosophy brought 


up to date. The social revolution will come, but it will be 
respectable, and the capitalists themselves will bring it 
about. There is no need for such rowdies as Bolsheviks. 
All that need be done for the workers is that they be per- 
suaded to live under capitalism and bear its burdens, and 
one day those burdens will automatically slip off, because 
the whole world, capitalist and proletariat, will be con- 
vinced of the necessity of Socialism. ‘‘ The crisis in the 
world,” he wrote in another article,* “‘is a normal crisis 
in the capitalist system, arising out of the disproportion 
between production and consumption in various parts of 
the world. The extraordinary circumstance of the world 
war has caused this disproportion, reduced the purchasing 
power of the Continent and disordered the finances of many 
countries.” + The last word of Centrist wisdom is that 
these circumstances can only be changed by re-establishing 
the proportion within the capitalist system between con- 
suming and producing classes. The working classes of 
the European Continent cannot do this, because capitalism 
is still too strong in England and America and, therefore, 
the only hope is to leave the future to the capitalists, who 
must be persuaded to have common sense and re-establish 
their apparatus for exploiting the colonial areas of the 
earth. When this is done, the social revolution will 
automatically come! Dass ist der Weisheits letzter Schluss ! 

This fatalistic, or, as Rosa Luxemburg termed it, 
““mechanical ”’ interpretation of Marx excludes the 
element of human psychology altogether from historical 
development. It makes Labour the slave to a scheme 
which works with arithmetical accuracy and does not 
demand from the proletariat the iron will to power 
through struggle. It is the quintessence of the anemic 
philosophy characteristic of decadent intellectuals in the 
old capital of the Habsburg Empire. But it finds 
its counterpart in other lands, and not the least in 
England amongst well-intentioned and sentimental Labour 


* “Die Internationale Situation der Arbeiterklasse,” Fretheit, 
Berlin, July 2nd, 1921. 
+ Italics mine. 
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intellectuals, who would lay the demon of War, Imperialism 
and Revolution by the same mechanical and easy means as 
their German and Austrian counterparts and by pacifist 
incantations and appeals to the “‘ higher nature” of the 
present rulers of society. They would find a short cut to 
Socialism, whereby Labour would avoid the unpleasant 
task of fighting for its right to live and of dictating, when 
necessary, the new order of society. But as Luxemburg 
shows, the true interpretation of Marx implies neither a cut 
and dried mechanical scheme, based on the blind play of 
material forces, nor a refuge in a pacifist backwater. The 
true interpretation recognises the plan along which the 
blind forces of capitalist production are inevitably working, 
and in so far it is materialist. It sees in the Imperialist 
expansion of the great capitalist States of Europe and 
America, in Asia, Africa and South America, the evolution 
of asystem. But it sees also the resistance to this system 
progressively growing, the Hegelian antithesis counter- 
acting the thesis and creating the synthesis, the embryo of 
the new order in the womb of the old. This resistance is 
to be found in the nationalist movements in the colonial 
areas against Imperialism and the growing consciousness 
of the dispossessed and unemployed class in the homes of 
Imperialism. Thus this Marxian interpretation recognises 
also the factor of human psychology neutralising the 
elemental material forces and making for social progress. 
It alone combines the evolutionary mechanism of matter with 
the revolutionary counteraction of the human mind. 


* # 3% a % 


The reunion of the German Independent Socialist Party 
with the Majority Party, at the Nirnberg Congress, in 
September, 1922, forming the United Socialdemocratic 
Party of Germany, was a necessary and logical develop- 
ment in the history of the Socialist movement of Germany. 
It was a reunion of the Revisionist and the Centrist wing 
of the old party, which only the ‘incident ’’ of the war 
had sundered. In the days before the war, when Imperia- 
lism was peacefully expanding, Bernstein had preached the 
need to work within the capitalist system, so that Labour 
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might secure by reforms an improvement in its conditions. 
Bauer also, by leading. the attack on Luxemburg’s 
‘accumulation theory,” had lulled his followers to sleep 
with mechanical schemes, whereby it was “‘ proved ” that 
there was no need for Imperialism and that the working 
classes could absorb automatically all surpluses thrown 
out by the profit system. Both theories presupposed the 
possibility of co-operation between Labour and Capital, 
both theories sought reforms in the existing system and 
saw in frictions and disproportionalities the accidents due 
to irrational traits in human nature. It was only the war 
that caused these two schools of Socialist thought to part 
company. The Revisionist, with a healthy instinct for 
self-preservation, saw no reason why the Labour aristo- 
cracy, which he represented, should not barter its support 
of the Imperialist war for social improvements, which 
could be extracted in the heat of the fray and which fitted 
quite well into his conception of the need for co-operation 
between Capital and Labour. The Centrist, however, 
found that the war did not fit in with his mechanical 
scheme, which made Imperialism quite unnecessary, and 
so the breach between the two groups in Germany came in 
1916. It was similar to the breach from the beginning of 
the war between the I.L.P. and the Labour Party, though 
in the latter case it was not accompanied by a rent in the 
political organisation of the two schools of ideas, as was 
the case in Germany. But when the war was ended and 
the revolted masses had placed the two Socialist parties of 
Germany before the alternative of the revolutionary 
removal of capitalism or of co-operation with it, both 
Centrist and Revisionist, after three years’ hesitation, 
found themselves in the same camp once more. Both the 
Majority Socialist and Independent representatives on the 
Socialisation Commission, which arose out of the Revolu- 
tion, decided that ‘‘ debts could not be socialised ’? and 
that capitalism must first be allowed to grow strong again 
before the working classes could present their request that 
it kindly socialise itself. Both Majority Socialists and 
Independents recognise now the duty of Germany to carry 
out the Versailles Treaty, as far as is possible. For by sa 


GERMAN SOCIALISM AND MARX 288 


doing they avoid international conflicts and enable the 
capitalist leaders to undertake the reconstruction of 
Europe and to readjust the economic balance of the profit 
system, which the “ accident ” of the war brought about. 
Thus the United Socialdemocratic Party of Germany 
acquired, at Niirnberg, its theoretical basis in the reunion 
of the Revisionist and Centrist schools of the German 
Socialist movement. 


CHAPTER XIII 


THE COMMUNIST MOVEMENT IN GERMANY 


WE have seen how the German Socialist movement has, 
in the fifty years of its active existence, produced two 
important schools of thought—the Revisionist and the 
Centrist. Both of these have led, as far as practical 
results are concerned, either to a Labour coalition with 
capitalist parties and to the subsequent compromising of 
the movement, or to pacifist illusions, which condemn the 
workers to political paralysis in times when action is most 
needed. We have also seen how the two schools emanate 
from two closely allied interpretations of the Marxian 
theory of capital accumulation, which are fallacious in 
their conceptions and were not embraced by Marx himself. 
But we saw also that at the beginning of this century 
there were signs of a third school, based upon a third 
interpretation of Marx and incorporated in Rosa Luxem- 
burg’s “‘ Accumulation of Capital.” This interpretation 
set forth in detail a new theoretical basis for Socialism. 
It conceived modern capitalist society evolving through 
the mercantile to the industrial stage, and reaching a 
condition in which its surplus values, withheld from labour, 
must be forced into enterprises of colonial expansion, 
thereby making the struggle against Imperialism and war 
an integral part of the combined struggle, both of the 
proletariat of the Imperialist countries as well as of the 
serfs and coolies of the colonial areas against their joint 
oppressors. Following logically from this interpretation 
of Marx, therefore, comes the conclusion that a Socialist 
party must be prepared, if necessary, to remove by 
revolutionary act (i.e., by act untrammelled by so-called 
“constitutional ” bonds, established by the capitalist 
class itself) the economic dictatorship of capitalism. Here, 
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then, is the theoretical difference which gives rise to tactical 
differences between the German Communists and the other 
schools of German Socialism. 

The beginnings of the German Communist movement 
first appeared within the ranks of the old Socialdemocratic 
Party. Rosa Luxemburg was herself one of the best 
known theoretical leaders and literary critics in the party 
when she penned her great work ‘‘ Accumulation of 
Capital ”’ in the first decade of this century. At the same 
time also the Russian Communists within the ranks of the 
old Russian Socialdemocratic Workmen’s Party were 
playing the same réle in fighting the opportunist and 
pacifist ideologies of their Menshevik colleagues. But 
when, after the débdcle of all Continental Socialist parties 
in August, 1914, the acute phase of the class struggle com- 
menced, in 1917 and 1918, with the Russian and German 
Revolutions, the réle played by the respective Communist 
movements in the two countries differed considerably 
from one another. The Russian militants had had the 
experience of three mass movements and revolutionary 
situations to look back upon. The German Spartacists, 
on the other hand, were receiving their baptism of fire only 
in November, 1918. ‘‘ In Russia at the outbreak of the 
Revolution a revolutionary party with fifteen years of 
experience and tradition and with organised cadres was 
in existence. In Germany the revolutionary party at 
the outbreak of the revolution was still only a theoretical 
tendency within a mass party—a spirit without a 
body.”’ * 

As the war went on the revolutionary elements began 
gradually to crystallise within the old Socialdemocratic 
Party, and to form the nucleus of what subsequently 
became the Communist Party of Germany. The first 
crystallisation took place in the Spartakusbund round 
the persons of Rosa Luxemburg, Karl Liebknecht, Leo 
Yogisches and Franz Mehring. In the spring of 1917 the 
Centrist element in the old Socialdemocratic Party 


* “ Die Entwicklung der Deutschen Revolution und die Aufgaben der 
Kommunistischen Partei,” by Karl Radek (Stuttgart-Degerloch, Verlag 
Spartakus, 1919). 
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decided after much wavering to break with the war policy 
of the Revisionists and to create a new party, the Indepen- 
dent Socialist Party, which should carry on an active 
struggle against the war. The question now arose if the 
small revolutionary element in the Spartakusbund, in 
coming out of the old party, should form a third one to 
itself or go into the new Independent Socialist Party. On 
this important tactical question, Rosa Luxemburg took 
a decided line. ‘‘ The Spartakusbund,” she wrote in the 
columns of the Kampf (Duisburg), on March 31st, 1917, 
‘“‘is only another historical tendency of the whole move- 
ment of the German proletariat. It is characterised by 
a different attitude on nearly all questions of tactics and 
organisation. But the view that therefore it is necessary 
to form two carefully divided parties, corresponding with 
these two aspects of the Socialist opposition (Centrist and 
Spartacist) rests on a purely dogmatic interpretation of 
the function of parties.” The Independent Socialist 
Party and the Spartakusbund were, she added, “‘ two 
complimentary heirs to the inheritance of the German 
and the International Socialdemocracy, whereby the 
former represents the practical experience of the old 
movement and the latter the theoretical outlook for the 
future. Hence the sharp opposition between these two 
tendencies, which embodies at once the tragic, internal 
conflict of the proletarian movement. This problem, 
however, cannot be solved in a mechanical manner by a 
clean cut in organisation between the two. It can only 
be solved in open, constant and systematic struggle 
between the two tendencies within one and the same 
party and in the long run it can only be decided by 
objective historic developments.” 

The Spartakusbund thus remained during 1917 and 
1918 as the revolutionary opposition within the Centrist 
Independent Socialist Party. But within the Spartakus- 
bund there was a left wing, which opposed Rosa Luxem- 
burg and demanded that the Spartakusbund leave the 
Independents and form a separate party on its own, 
This opposition group was centred in Bremen, and its 
organ was the “ Arbeiterpolitik,” The collapse of the 
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Hohenzollern régime in November, 1918, the revolt of the 
navy and the formation of a revolutionary Government 
in Berlin, created a new situation. The demands of the 
Bremen opposition became stronger. The moment seemed 
to have arrived for the separation of the revolutionary 
elements from the Centrist party organisations. The 
Spartakusbund called its first congress at the end of 
December, 1918, and the Communist Party of Germany 
was formed in one of the committee rooms of the Prussian 
Diet amid the thunder of the revolutionary struggle going 
on in the streets of Berlin outside. It has been asserted 
that Rosa Luxemburg, as theoretical leader of the 
Spartakusbund, consented only with reluctance to the 
creation of a separate party. But the evidence of her 
speech at the Congress and of her subsequent articles in 
her organ, the Rote Fahne, disprove this and show that her 
advocacy of union with and agitation within the Centrist 
Party applied to non-revolutionary situations and that she 
was the first to advocate the severing of organisations 
when an acute stage of the struggle was reached. For 
only thereby would the militant elements of the working 
class have freedom of movement. 

The new Communist Party of Germany was the first 
political organ which inscribed on its banners the revolu- 
tionary interpretation of Marx, as laid down originally in 
the Communist Manifesto in 1848 and elaborated theore- 
tically in Rosa Luxemburg’s ‘‘ Accumulation of Capital ”’ 
over half acentury later. Its ‘“‘ Spartakusprogram,”’ drawn 
up by Rosa Luxemburg herself and accepted by the First 
Congress, contains several masterly passages, which will 
become classical in modern Communist literature. The 
following is one of its most important passages: ‘“‘ The 
proletarian revolution is the death-bed of slavery and 
oppression. For this reason all capitalists, Junkers, 
members of the petty middle class, officers, and all those 
who live on exploitation and class hegemony, will rise 
against it to a man in a struggle for life and death. It is 
madness to believe that the capitalist class will, with good 
will, subordinate itself to the verdict of a Socialist majority 
in Parliament ; and that it will voluntarily renounce its 
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proprietory rights and its privileges of exploitation. Every 
ruling class has, to the very end, fought for its privileges 
with the most stubborn energy. The class of capitalist 
Imperialists exceeds all its predecessors in undisguised 
cynicism, brutality, and meanness. It will defend its 
most sacred profits with tooth and nail, as has been proved 
up to the hilt in the history of colonial policy and of the 
late World War. It will rouse heaven and hell against the 
proletariate. . It will mobilise the peasantry against the 
towns, the backward elements of the working class against 
the Socialist advance guard. It will organise pogroms 
through officers’ corps; it will seek to wreck Socialist 
measures by a thousand methods of passive resistance. It 
will send twenty Vendées at the throat of the Revolution. 
It will (in Germany at least) rather call in the foreign 
enemy, Clemenceau, Lloyd George, and Wilson, as 
saviours into the land. And if this fails, it will rather 
leave its country a heap of smoking ruins than abandon 
voluntarily its right to the fruits of wage-slavery. All 
this resistance must, step by step, be overcome with un- 
compromising energy and with an iron hand. Against the 
force of the capitalist reaction the revolutionary force of 
the workers must be set. Against their attacks and in- 
citements must be set the unwavering determination and 
watchfulness of the proletarian masses. Against the 
threatening danger of the counter-revolution must come 
the arming of the workers and the disarming of the hitherto 
ruling class. The fight for Socialism is the most gigantic 
civil war in history, and the proletarian Revolution must 
prepare the necessary defence for this war. It must learn 
to use it, to fight and to conquer. This defence of the com- 
pact masses of the workers, this arming of them with the 
’ full political power for the accomplishment of the Revolu- 
tion, is what is known as the Dictatorship of the Prole- 
tariat. This, and only this, is the true Democracy. Not 
there, where the wage-slave sits by the side of the capita- 
talist, the agricultural labourer by the Junker, in the light 
of a false equality; but there, where the masses of a 
million workers seize the whole authority of the State 
with their horny hands, in order to bring that authority 
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down like the hammer of the God Tor on the heads of 
the ruling classes—there alone is the true Democracy, 
which is no deceit and no illusion.” 

The arguments of the German Revisionists and Centrists, 
who say that Rosa Luxemburg was an opponent of the 
use of force by the proletariat, where necessity demands 
it in the defence of the social revolution, are disproved by 
this document, which was her handiwork. Nevertheless, 
it is a fact that the First Congress of the German Com- 
munist Party was not a happy family. The elements 
suffering from “infantile sickness,” as Lenin later called 
it, were strongly represented there. They forced the Con- 
gress, against the opposition of Rosa Luxemburg and Karl 
Liebknecht, to renounce all participation in Parliamentary 
elections and all work in the Trade Unions, which the 
workers were to be called upon to leave. Their whole 
tactics were based on the illusion that the masses could be 
induced by a coup d état of a small, well-disciplined party, 
cut off from the traditional mass organisations of the prole- 
tariat, to follow their lead. They ran counter to that 
passage in their own Spartakusprogram, which declares : 
““The Spartakusbund will never take power, except with 
the consent of the clear, unanimous will of the majority 
of the proletarian masses of Germany and except in their 
conscious agreement with the aims and methods of the 
Spartakusbund. The proletarian revolution is not a 
desperate attempt of a minority to model the world 
according to our ideals, but the united action of the 
millions of the working people.” This passage leaves 
clearly no place for the tactics of Babeuf and Blanqui. 
Nevertheless, there can be no doubt that a strong, if uncon- 
scious, Blanquist section made its appearance in the 
German Communist Party during the first nine months 
of 1919. 

An attempt has been made to connect the appearance 
of this Blanquist group in the German party at this time 
with the alleged difference between the “‘ Asiatic methods ” 
of the Russian Bolsheviks and the ** democratic methods ” 
of the Western Socialist movements. The Revisionists 
and Centrists in Germany, reinforced by deserters from 
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the Communist movement like Paul Levi and his followers, 
have endeavoured to show that Rosa Luxemburg was, in 
principle, opposed to the whole “‘ Lenin theory of terror, 
imported from Asia,” as they are pleased to call it. Now 
it is true that in 1904, when the Russian revolutionaries 
were mostly living in exile in Switzerland, Rosa Luxem- 
burg published articles in the Neue Zeit, in which she 
criticised the hard and fast organisational methods adopted 
by the Russians in their emigrant party work, and pointed 
out the danger of a revolutionary party cutting itself off 
from the masses by its seclusion and its intense, almost 
military, discipline. The warning was well timed, especi- 
ally for the Socialists in Western and Central Europe at 
that time, who were not living under the same conditions 
as the Russians, and who were able to carry on legal pro- 
paganda among the masses. The Russian revolutionaries, 
on the other hand, were justified, under the circumstances 
prevailing in their country at that time, in following their 
line of tactics. Measures of a stringent nature had to be 
taken to prevent agents provocateurs and spies of the 
Tzarist régime from getting into the party, since the party 
was illegal, and work had to be carried on underground. 
The Germans had passed through twelve years of the same 
experience under Bismarck’s “‘ Socialist Law,’’ and were 
in danger of retaining the habits which they had acquired 
in the period of illegality through the example of the 
Russian emigrants. But by 1917 the criticism of Rosa 
Luxemburg was no longer valid. The leading Russian 
revolutionary party was now a mass party, ruling a large 
Soviet State, and not a small persecuted emigrant group. 
Circumstances had changed and so had the tactics of the 
Russian revolutionaries, as witness the first speech of 
Lenin, as he arrived in Russia after the March Revolution, 
1917, in which he called upon his party to open its ranks 
and win over the working classes in the Soviets and Trade 
Unions before taking power. As Leo Yogisches, Rosa 
Luxemburg’s greatest friend and collaborator, said, shortly 
before his assassination: ‘*‘ Lenin has learnt from the 
Revolution. His former dogmatism has gone now to the 
Mensheviks and Socialist Revolutionaries. It is the latter 
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who have lost touch with the life of the Revolution.” * 
The attempt, therefore, to prove a connection between 
Rosa Luxemburg’s opposition to those suffering from 
“infantile sickness ” at the First Congress of the German 
Communist Party and her alleged opposition to the 
tactical methods of the Russian Bolsheviks is seen to be 
based on a complete misconception. While the first 
opposition existed, the second was nothing more than a 
warning against applying Russian emigrant methods, 
necessary though they may have been, to the legal German 
movement. Not that Rosa Luxemburg did not criticise 
specific acts of the Russian Bolsheviks after they had got 
into power and point out mistakes in estimates of situa 
tions and tactics. But no one has been more unsparing in 
their self-criticism of these mistakes than the Russian 
revolutionaries themselves. Some of these criticisms have 
appeared in a pamphlet, written by Rosa Luxemburg in 
prison, when she was shut off from all first-hand informa- 
tion about the Russian Revolution, and published by the 
German Socialdemocratic Party leaders for their own 
purposes. But they take care not to publish Rosa Luxem- 
burg’s articles in the Rote Fahne after her release from 
prison and before her assassination, or her speech at the 
First Congress of the German Communist Party. The 
latter contains the following important passage, which 
definitely establishes her wholehearted support of the 
Russian Bolsheviks: ‘‘ The Russian Revolution has given 
the first great watchword for the World Revolution— 
Workers’ and Soldiers’ Councils. We can be sure that, 
wherever the social revolution is in process of accomplish- 
ment, the first gesture will be the formation of Councils 
of Workmen and Soldiers on the models of the Russian 
Revolution.” 

The existence of a Blanquist wing of the Spartakusbund 
was due not to a ‘‘ mechanical attempt to apply Russian 
methods to Western Europe,” but to the failure of the 
youthful German Communists to find the secret to the 
success of the Russian Bolsheviks in getting at the masses. 

* “Um Rosa Luxemburgs Stellung zur Russischen Revolution,” by 
Clara Zetkin, p. 27 (Verlag Carl Hoym, Hamburg, 1922). 
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The Bolsheviks had the same “‘ infantile sickness ”’ in their 
own ranks after the failure of the 1905-06 Revolution. 
And the German revolutionaries were at this time still very 
inexperienced. It required the disaster of the “ Spar- 
takist rising ” in Berlin in January, 1919, to clear it of its 
worst illusions. What was the real nature of that so-called 
rising ? As I describe in Chapters II. and III., the Majority 
Socialists, who found themselves by January, 1919, in sole 
control of the ‘‘ Revolutionary Government,” were forced 
to choose between allowing the events of November, 1918, 
to develop into a social revolution or to suppress the Spar- 
takusbund and the Workmen’s Councils in blood with the 
aid of the. ex-Kaiser’s guards. They chose the latter 
course, and in the first week of January provoked the 
Berlin Workmen’s Council, by ordering the removal of 
the popular Police President of the city, Emil Eichhorn. 
Whereupon the hot-heads on the left wing of the German 
Communist Party, together with some unclear heads 
among the Independent Socialists, whose hatred of mili- 
tarism was stronger than their quietist philosophy, joined 
hands, raised a revolt in Berlin, seized the offices of the 
Socialdemocratic organ, the Vorwaerts, and issued a 
manifesto deposing the Government of Ebert and Scheide- 
mann. The act was clearly an isolated revolt. It was an 
attempt to surprise the German bourgeoisie and the 
Socialdemocrats allied with them by shock tactics. 

This act placed the clear-headed elements of the old 
Spartakusbund, headed by Rosa Luxemburg, in a very 
difficult position. But she never wavered. ‘‘ She saw 
these developments—important and hopeful, as they 
were—not in the perspective of local Berlin politics. She 
connected them with the political situation, as it was 
affecting the broad masses in the rest of Germany. From 
this point of view, the overthrow of the Ebert Government 
could only be a rallying cry round which to gather the 
revolutionary elements of the proletariat throughout the 
country, but not an immediately attainable object. Under 
the circumstances, existing at that time, events might have 
led, even under the most favourable developments, to a 
Berlin ‘Commune’ (as in Paris in 1871). The imme- 


GERMAN SOCIALISM AND MARX 243 


diate aim of the struggle ought, therefore, only to have 


been the energetic repulse of this counter-revolutionary 
coup ; in other words the reinstatement of Eichhorn in his 
post, the removal of the reactionary troops from Berlin, 
the arming of a workers’ militia and the transference of 
the control of the police to the local political organs of the 
workers. For these objects it was necessary to act and, if 
necessary, fight, but not to negotiate. The young Com- 
munist Party, led by Rosa Luxemburg, was now put 
before a most difficult task. It could not make the imme- 
diate aims of the initiators of this conflict its own aims 
and demand the immediate overthrow of the Ebert 
Government. But, on the other hand, it could not cut 
itself adrift from the masses, who had already begun the 
struggle.” * 

This, then, was the tragic situation in which the great 
leader of revolutionary Socialism in Germany found her- 
self on those fateful January days. She knew the faults 
which the unclear, but well-meaning, leaders of the masses 
were making. She knew that failure was inevitable under 
those conditions. She knew that she ought not to desert 
the workers of Berlin, fighting against overwhelming odds 
and surrounded by the apathy of some sections and the 
treachery of others. She knew that if she assisted in the 
fight the military reaction would fell her to the ground, 
as they actually did. And so it happened; both she and 
Karl Liebknecht went to their deaths at the hands of paid 
assassins and to the mocking cries of the Socialdemocratic 
Vorwaerts, which published, on the eve of their murder, 
the notorious lines, 


« Five hundred corpses in a row, 
Liebknecht, Rosa, Radek & Co. ; 
Are they not there also?” 


And when it was all over, her companion and friend, Leo 
Yogisches, on the morrow of the tragedy, could write to 
Lenin and say: ‘‘ Karl and Rosa have fulfilled their 
revolutionary duty to the last.” 


* “Um Rosa Luxemburgs Stellung zur Russichen Revolution,” by 
Clara Zetkin, pp. 83, 84 (Carl Hoym, Hamburg, 1923). 
RB 2 
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That she never faltered in supporting in this crisis every- 
thing that was likely to bring the masses into action, while 
criticising attempts to set aims, which were far beyond the 
reach of the masses in the given situation, is best seen by 
studying her last political testament—her leading articles 
in the Rote Fahne during these days. ‘‘ Limited aims 
must be set,” she cried. ‘‘ Disarm the reactionary troops, 
arm the workmen in Berlin. Act! Act! Don’t nego- 
tiate! What are those Independent Socialist leaders, 
who helped to start this movement, doing? Seven 
hundred thousand workers in Berlin are acting, but the 
leaders, who led them out are now negotiating. Why are 
not the Workmen’s Councils being re-elected under the 
parole—out with the Socialdemocrats, the agents of 
Ebert and Scheidemann from the organs of the prole- 
tariat ? The leaders have failed us. They are negotia- 
ting on the basis of disarming the workers, on condition 
that Ebert and Scheidemann withdraw from the Govern- 
ment. As if it was a question of personalities and not of 
policies. As ifit was only a question of removing the men 
and replacing them by other ciphers, while the counter- 
revolution pulls the strings behind the scenes.” * 

And while she was awaiting the dastardly blow that 
crushed her frail body, she wrote the following momentous 
lines, unparalleled for their tragic defiance in the face of 
death, and for their penetrating insight into the character 
of the struggle going on in Germany during 1919: ‘‘ Order 
reigns in Berlin. So run the communications of the 
guardians of ‘ Order,’ every half century, which marks the 
chain, connecting one historical struggle with another. 
And the jubilant ‘ victors ’ do not observe that an ‘ order,’ 
which can only be upheld by periodical butcheries, is lead- 
ing to its historic end, its inevitable downfall. What was 
this recent ‘Spartakus week’ in Berlin? What has it 
brought; what has it taught us? In the midst of the 
triumphant cry of the counter-revolution the revolutionary 


* Rote Fahne, January 9th, 1919. 

+ Rosa Luxemburg was referring to the famous despatch of General 
Sebastiani to the Tsar Nicolas, announcing the bloody suppression of the 
Polish rising in Warsaw, 1830. 
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workers must take stock of what has happened and 
measure the results in their historic perspective. The 
Revolution has no time to lose ; it storms forward, over 
open graves, over ‘ victories ’ and ‘ defeats,’ till it reaches 
its goal. To follow its tendencies, its directions with 
consciousness is the task of the fighters for international 
Socialism. 

“Was a final victory of the workers ending with the 
overthrow of the Ebert Government and the establishment 
of the Socialist dictatorship to be expected on this occasion. 
Certainly not, if one quietly considers all the circumstances, 
most important amongst which is the lack of consciousness 
among the soldier masses, who are ready to allow their 
officers to misuse them for anti-popular, counter-revolu- 
tionary purposes. But the lack of ripeness of the soldier 
masses is only a symptom of the lack of ripeness of the 
German Revolution. The rural districts, from which a 
great part of the soldiers come, is untouched as before by 
the Revolution. Berlin is practically isolated from the 
rest of the country. Though there are revolutionary 
centres in the provinces, such as the Hansa ports, the 
Ruhr, Brunswick, Saxony and Wiirtemburg, which are 
heart and soul with Berlin, there nevertheless is lacking 
the steady forward march of all these centres, which would 
have made the efforts of the Berlin workers more effective. 

** Was the fight of last week a mistake then? Yes; if 
it is to be regarded as an intentional attack, an attempted 
coup d'état. But what was the origin of last week’s 
struggle? As on all former occasions in this Revolution it 
was due to an intentional provocation of the Government.* 
Faced by this impudent provocation of the Ebert-Scheide- 
mann Government, therefore, the revolutionary workers 
of Berlin were compelled to have recourse to arms. It was 
a question of the honour of the Revolution to repel this 
attack with all energy, if the counter-revolution was not to 
advance still further and break the morale of the masses. 
And the resistance came so spontaneously from the masses 


* See Chapter II., and the admission of Eugene Ernst, the Social- 
democratic Police-President and successor of Eichhorn, on the origin of the 
January rising to the foreign correspondents in Berlin. 


246 GERMANY IN TRANSITION 


themselves that from the first the moral victory was on the 
side of the masses. : 

‘“* Now it is an inner law of the Revolution never to 
remain inactive after a step has been taken. The best 
parade is a stunning blow. As witness for the healthy 
instinct of the Berlin proletariat is the fact that it was not 
content with the re-instatement of Hichorn but began at 
once to seize important strategic points of the counter- 
revolution—the offices of the capitalist press and of the 
Socialdemocratic Vorwaerts. These acts were inspired 
by the knowledge that the counter-revolution would not 
accept defeat but would prepare for another attack. Here 
also we stand before a great historic law of all revolutions, 
against which the waves of the little ‘‘ revolutionaries ” of 
the type of the Independents and Centrists, with their 
eternal excuses for beating a hasty retreat, dash in vain. 
For as soon as the basic problem before the Revolution is 
clear—and that is in this case the overthrow of the Ebert 
Government, which is the greatest hindrance to Socialism 
—it comes to the surface in every episode of the struggle, 
even if the masses should not be in fact psychologically 
ready for it. 

‘““ Through this contradiction between the necessity of 
solving the problem on the one hand and the lack of 
psychological preparation on the other comes the result 
that this struggle in the German Revolution has ended in 
a defeat. But the Revolution is only a form of war, in 
which the final victory is only prepared by a ‘ whole series 
of defeats.’ For what does the history of modern revolu- 
tions show us? The whole way of Socialism is strewn 
with defeats. And this same road leads step by step to 
final victory. Where should we be without the ‘ defeats,’ 
from which we gather our historical knowledge ? To-day, 
on the eve of the last decisive struggle, we have come to 
that defeat, which we must all experience, which must be 
a part of the education of all of us. The Revolutions have 
brought us up to now only defeats but these alone carry 
with them the guarantee of future victory. But only 
under one condition and that is, if the circumstances under 
which the defeat was suffered is understood. And it may 
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be understood in two ways ; either that it came through 
the fact that the fighting energy of the masses, storming 
forward, broke on the rocks of failure to see the historical 
situation in its true perspective ; or, that the revolutionary 
action was lamed through half-measures, indecision and 
weakness. How does this defeat appear in the light of 
these two questions ? Was it defeat through the contra- 
diction between the revolutionary energy of the masses 
and the unripeness of the general situation or through half 
measures and weakness? Through both. The diverse 
character of this crisis, the contradiction between the 
powerful offensive of the Berlin masses and the indecision 
of certain of the leaders is a particular symptom of this 
latest episode. 

“The leaders failed. But the leadership must be 
created by and out of the masses. The masses are the 
decisive factor; they are the field on which the final 
victory of the Revolution will be attained. It is the 
masses, who have made this ‘defeat’ a chain of the 
historic defeats, which are at once the pride and the power 
of the international Socialist movement. And for this 
reason out of this defeat will grow a future victory ! 

** Order reigns in Berlin! You senseless thugs! Your 
‘order’ is built on sand. The Revolution will rise to- 
_ morrow, bristling to the heights, and will to your terror 
sound forth the trumpet call : ‘ I was, lam, Iam tobe!’ ”’ 

It required still further tragedies, after the death of 
Liebknecht and Luxemburg, before the young Communist 
Party of Germany learnt to avoid being provoked to pre- 
mature actions by the Socialdemocratic leaders and the 
German bourgeoisie. The revolt in Bremen in February, 
1919, the Berlin March rising, 1919, the Munich Soviet 
tragedy, that prize example of bourgeois treachery and 
provocation, were all terrible and costly stages in the 
education of the young German Communist movement. 
In the process 15,000 German workmen laid down their 
lives throughout the length and breadth of Germany 
before the machine guns of the Socialdemocrat Noske,. 
By the autumn of 1919 it was clear that the military 
counter-revolution and the Socialdemocrats had estab- 
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lished the heavy industry capitalists firmly in the saddle. 
When all the best revolutionary leaders in Germany were 
murdered and their murderers were strutting the streets 
of Berlin with medals on their chests, the Central Com- 
mittee of the Communist Party took the long-delayed 
steps to secure a disciplined party on the lines which Rosa 
Luxemburg had planned out originally in the Spartakus- 
bund. At the Second Congress, held in the midst of a 
forest in Heidelberg, to escape the ubiquitous spies and 
gendarmes of Noske, all those who would not accept the 
principles of the Spartakusprogram, who would not use the 
Parliamentary platform for propaganda, and who would 
not work within the Trade Unions to inspire them with the 
revolutionary spirit of the class struggle, were summarily 
expelled. The Second Congress laid down the principles, 
which subsequently became part of the famous twenty- 
one points, issued by the Second Congress of the Third 
International as condition for entry. Work within the 
mass organisations of the proletariat was now definitely 
put forward as a duty. Parliamentary was to supplement 
extra-Parliamentray action, as a means to sharpen the 
class conflict and lead ultimately to the open struggle for 
power. 

The crisis in the Communist Party at Heidelberg had 
led to the formation of a new extreme Left party—the 
Communist Labour Party. Its aims were, and still are, 
the attainment of the social revolution through a party 
untainted by any contact with the masses in Parliament 
or in the Trade Unions. This particular form of infantile 
disease is due to the failure to realise that revolutionary 
situations are not permanent, that the bourgeoisie fre-. 
quently succeeds for a time in creating a sham stabilisa- 
tion in periods between its acute crises and its Imperialist 
wars, and that in these periods the masses fall back under 
the hypnotism of opportunist illusions and must be got at 
and educated. This can only be done in the mass organisa- 
tions. But the Communist Labour Party has shut itself 
off from the masses, prefering to remain pure, if in solitude 
and isolation. Its membership in Germany at the present 
time is difficult to estimate, though it is certain that it has 
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many sympathisers among disillusioned intellectuals and 
militant unskilled workers of the industrial centres. Its 
work is also to be seen in the ‘‘ Union der Hand und Kopf 
Arbeiter ” (Union of Hand and Head Workers), a revolu- 
tionary trade union, which was formed during the general 
strike to enforce socialisation of mines in the Ruhr in 
March, 1919. At that time the Communist Party, under 
the influence of the Left wing elements, was leading the 
strike with the parole: ‘‘ Away from the Trade Unions.” 
This parole has ever since been used by the Amsterdam 
Trade Union International as a “ proof ” that the German 
Communist Party is trying to break up the unions, regard- 
less of the fact that this party at Heidelberg expelled those 
people who were responsible for it. The ‘‘ Union,” how- 
ever, exists to this day, for a large number of miners fol- 
lowed the parole. It numbers, in all Germany, about 
100,000 members, and 75,000 in the Ruhr, but is now 
mainly under the influence of the Communist Party.* The 
party has decided, at various conferences in 1921 and 1922, 
to allow the Union to exist but not to allow it to carry on 
propaganda amongst the Trade Unions with reformist 
leadership, with a view to splitting the latter. The Union 
is to remain as a revolutionary industrial organ of a section 
of the German workers. On this point conflict has arisen 
on more than one occasion between the members of the 
Communist Party and those of the Communist Labour 
Party in the Union. The latter refuse to give up the idea 
of using the Union as an instrument of breaking up the 
old Trade Unions. But the Communist Party has, up to 
now, always kept the upper hand in the Union. 

Having overcome the crisis with the Leftists of the old 
Spartakusbund in Heidelberg in 1919, and having pre- 
vented the Communist movement in Trade Unions from 
breaking the latter, except where reactionary leaders split 
their own unions rather than face a Communist majority, 
the Communist Party now had to face another crisis. 
Within the Independent Socialist Party there had grown 
up during 1919 and 1920 a large body of opinion which 
was discontented with the sentimental pacifism and anti- 

* This was in the winter 1922-3, but the number is greater now. 
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militarist phrases of the leaders of the Centrist Party, and 
which decided, by the autumn of 1920, at the Independent 
Socialist Congress at Halle, to throw in its lot with the 
Communist Party. At the first Congress of the United 
Communist Party of Germany in December, 1920, for the 
first time in German history the Communist idea became 
incorporated in a mass party of nearly half a million 
workers. But this influx of revolutionary elements from 
the masses to: the Communist Party did not result in 
strength. The smooth course of the Unity Congress in 
this respect was deceptive. The new conditions created 
new weaknesses. The material which had been thrown 
together did not mix. A large bulk of the elements which 
had left the Independent Socialist Party had done so for 
purely negative reasons. They were dissatisfied with 
Centrism and pacifism, and that was all. And they 
carried with them into the new party the lack of discipline 
which existed in the old. Their absence of clear outlook 
made them a prey to the same infantile disease which the 
Spartakusbund had suffered from so acutely in 1919. And 
so the German Communist Party, having weathered one 
storm at Heidelberg, had now to pass through another of a 
very similar nature. 

The crisis in the German Communist movement of 
March, 1921, was precipitated by an outside factor, which 
reacted on the newly-formed United Communist Party of 
Germany before the old leaders, tried in the battles of the 
Spartakusbund, the January rising and the fight with the 
Leftists at Heidelberg, had had time to get the unripe 
masses, which began now to stream into the party, under 
control. This outside factor was an act of provocation of 
the reaction—on this occasion of the ‘‘ Orgesch,”’ and of 
the secret political police, using the Socialdemocrats, 
Hoersing and Severing, as their tools. And it came about 
in this way. The industrial area of the Prussian province 
of Saxony, the mining area of Kisleben and the district 
round the great nitrate industry of Leuna had been elect- 
ing, ever since the autumn of 1920, Communist majorities 
on the democratic district councils (gemeinderaete), so 
that the possibilities were at hand that the Communists 
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would come into power in these districts by legal or so- 
called “constitutional”? means. That, of course, had 
to be prevented at all costs, all the more so since the work- 
men in these districts had never been fully disarmed since 
the Revolution. If now the local authorities elected 
Communists, the latter would sooner or later have control 
of the local police force and could, if necessary, arm them. 
The introduction of an armed force of the Prussian 
Government from outside would provide the necessary 
corrective to stop this perfectly legal and constitutional 
development. A force of ‘green police,’ assisted by 
artillery of the Reichswehr, were therefore given the task 
of occupying the industrial area on the pretext that petty 
thefts were occurring in the mines. Now this provocative 
but purely local military occupation of the mines was used 
as an excuse by the Central Committee of the Communist 
Party to declare an armed rebellion for the overthrow of 
the Government of the Reich throughout the whole of 
Germany. In other words the same blunder was made as 
in January, 1919. A purely local issue, on which it was 
impossible to arouse the rest of Germany, was artificially 
expanded into a national issue with, of course, disastrous 
results. Nor had care been taken to see that there was a 
large body of opinion in the Trade Unions and rank and 
file of the Labour organisations in sympathy with this 
Communist action. Not content with this, however, the 
Executive of the party, after the bloody suppression of the 
March rising, issued a series of theses, announcing the so- 
called ‘‘ offensive theory,’’ whereby it was solemnly laid 
down that it was the duty of Communist parties to assume 
the offensive even when it was in a minority in the prole- 
tarian organisations, in order by defeat to rouse the 
masses from passivity. Shades of Babeuf and Blanqui! 
Once again infantile sickness had to run its course and 
bring a bitter lesson to the United Communist Party, as it 
had done to the old Spartakusbund. 

The resultant crisis in the United Communist Party 
brought about a panic of all the faint-hearted elements 
who had come over from the Independent Socialist party 
and who, having been to a large extent responsible for the 
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disaster, now stampeded out of political life altogether. 
Others, led by the old Spartakist, Paul Levi, a brilliant 
lawyer and writer, but a vain man and a bad mass leader, 
saw their chance to earn laurels by denouncing, in a series 
of pamphlets, their former colleagues and going over with 
flying colours to the Centrists, and finally to the Revi- 
sionists. Most of the Leftists who had come over from 
the Independent Socialists either drifted out of politics or 
into the Communist Labour Party, or learnt a salutary 
lesson from the March action. Even some of the old 
Spartakist leaders, like Hugo Eberlein, came off badly and 
had to disappear for aseason. Also one or two members of 
the small bureau of the Third International, who had gone 
beyond their mandates in dealing with the German situa- 
tion, went into voluntary retirement. The Third Interna- 
tional at the Third Congress dealt severely with the German 
party, pulled it up sharply, and told it to come down to 
earth again. Thus ended another episode in the formation 
of a disciplined Communist Party in Germany. 
By the middle of 1922 the German Communist Party, 
tried in the fire of many defeats, comprised a not incon- 
siderable body of solid revolutionary opinion in the 
German working-class movement. True to the Rosa 
Luxemburg interpretation of Marx, it has perfected an 
organisation now embracing some 200,000 paying mem- 
bers, with at least double that amount of active sympa- 
thisers, and about four times that number of voters in 
Prussia, and rather more in the Reich.* That, of course, 
represents much less than the membership of the United 
Socialdemocratic party, which numbers some million and 
a half paying members and five million voters in the 
Reich. But it must be remembered that among the 
Socialdemocrats a large percentage are inactive. The 
long tradition and loose discipline of the party enables the 
Executive to rope in thousands of members of the small 
middle class who automatically pay their party dues, buy 
the Vorwaerts, and there their political activity ends. 
Moreover, the Socialdemocratic Party has from time to 


* This was in the spring of 1923. During the summer there was an 
enormous increase of paying membership. 
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time since the Revolution been, and still is, a Government 
party, where careers may be sought for from that of 
Minister down to a local police prefect. The danger, 
therefore, of a party large in quantity but questionable in 
quality, is no small one for the Socialdemocrats, as it has 
been and still is to some extent for the ruling party in 
Russia, the Russian Communist Party. The latter, 
however, has met the danger by periodical and very 
drastic cleansings. But there have been no such cleans- 
ings in the German Socialdemocratic Party, since it 
became a Government party. Hence it is possible for 
Noske to remain still a member and for the party to con- 
tain all sorts of elements from crusted bureaucrats and 
eareerists down to Left-wing workers and intellectuals, 
who are in daily touch with the Communist Party. On 
the other hand, the latter party, after all the persecutions 
that it has suffered in the year of the Noske terror, is not 
exposed to the danger of becoming a hunting ground for 
eareerists. That the German Communist Party is a 
factor to be reckoned with is even admitted now by none 
other than the official Socialdemocratic Vorwaerts, which 
wrote, in reviewing the Leipsig Communist Congress, in 
January, 1928: “‘ One cannot overlook the fact that even 
now an important and, all the more so because it stands to 
the left of our movement, influential section of the working 
class remain organised in the Communist Party. It is for 
the further development of the German Labour movement 
by no means a matter of indifference in what direction 
this section develops, and how the future tendencies of 
economic and political factors in Germany work out in the 
heads of those Communists, who are not mere adven- 
turers.” 

The immediate problem before the German Com- 
munists is to decide how to apply the decisions of the last 
two World Congresses of the Third International to the 
particular conditions prevailing in Germany. These Con- 
gresses have given considerable freedom in choice of 
method for the application of the principle, recognised as 
vital for the International Socialist movement, of creat- 
ing the “‘ united front ”’ of all working-class elements ready 


254 GERMANY IN TRANSITION 


to fight by Parliamentary and extra-Parliamentary means 
against reaction and for the ending of capitalism. As the 
misery of the masses in Germany, under the reparations 
burden and the exploitation of the native German capitalist 
class, increases from year to year, the réle which the Com- 
munist Party will be called upon to play will become 
more and more important. More and more members of 
the impoverished and disillusioned petit bourgeoisie will 
come into the Socialdemocratic Party, and more and 
more workers will become class-conscious, and either enter 
the Communist Party or else, as is beginning to happen 
already, remain in the Socialdemocratic Party as a 
militant opposition, in constant touch with the Com- 
munists outside. Socialdemocratic provincial Govern- 
ments have come into being in Saxony and Thiiringen, 
dependent for their majorities under the Weimar Consti- 
tution upon the active support or the benevolent neu- 
trality of the Communists.* And similar situations might 
at any moment arise in Prussia, and possibly even in the 
Reich. The Socialdemocratic leaders, however, began to 
cherish the hope that they would be able to capture the 
Communist Party and to induce it to abandon all extra- 
Parliamentary action, and to become a loyal opposition, 
while they remained in the Ministers’ chairs. This was, 
during spring, 1923, a danger before the Communist 
Party. Differences of opinion as to the method of dealing 
with it also arose, and they appeared at the Leipsig 
Congress in January, 1923. These differences indicated 
that traces of “infantile sickness” were still present in 
the party. The important Communist branches in Berlin 
and Hamburg had been for some time suspicious of the 
principle of the “ united front,” laid down by the World 
Congress of the Third International, on the grounds that 
it might involve the entering of the Communist Party 
into a Coalition Labour Government with Socialdemocrats. 
And yet this became the issue by autumn, 1923, for, in the 

* In October, 1923, the Saxon Socialdemocrats and Communists 
formed a Coalition Government based on a Parlimentary majority in 
the Saxon Diet. Its formation was the signal for an acute crisis 


betwéen Saxony on the one hand and Bavaria and the Reich on the 
other, which is at the moment raging. 
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critical state of Central Europe, a situation was inevitable 
in which the only possibility of carrying on the Govern- 
ment under the Weimar Constitution, and of preventing a 
dictatorship of the Bavarian Fascisti, was by forming some 
such coalition. For it was clear the Socialdemocratic work- 
men were not ready to sweep the Weimar Constitution 
away and take power through the organs of the workers. 
The opposition in the Communist Party saw the thin end 
of the wedge in this Labour Coalition and feared that, in 
the same way as the Socialdemocrats had betrayed their 
principles and the working class by entering into coalition 
with capitalist parties, so the Communist Party might 
betray the Revolution by entering into coalition with the 
Socialdemocrats. The view of the present party Execu- 
tive was expressed in the words of Heinrich Brandler, in 
his speech at the delegate conference of the Brandenburg 
branch of the party on February 8th, 1928, in which he 
said: ‘This fear of the opposition at using the possi- 
bilities of the democratic Parliament for the purposes of 
the Revolution is the same in essence as the fear of the 
opposition in 1919 in the Spartakusbund, which subse- 
quently became the Communist Labour Party, at partici- 
pating in Parliamentary elections at all. This fear comes 
from failure to understand the nature of capitalist demo- 
cracy. It is not non-revolutionary to utilise the possi- 
bilities of capitalist democracy, and it is indeed in theory 
at least possible that a Labour Coalition Government, 
which had not the power to remove the Weimar Constitu- 
tion, could within the framework of this Constitution and 
under control of the legal workmen’s councils, carry through 
the socialisation of industry.”’ Brandler, of course, was 
careful to say that this was theoretically possible, for it was 
certain that the German trusts would never permit the 
Weimar Constitution, even with a majority behind it, to 
become the instrument of the Social Revolution. For 
what other purpose have they from time to time financed 
the Fascist organisations in Bavaria, except to prevent 
this? 

The immediate task of the German Communist Party 
is, therefore, to establish close and permanent touch with 
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the working-class rank and file of the Socialdemocratic — 
Party. This rank and file already in many parts of Ger- 
many control the local organs of the party and of the 
Trade Unions. And already, in the fight against the 
French Imperialists in the Ruhr and against the attempts 
of the German trusts to settle the reparations problem by 
a Franco-German coal and steel combine, the rank and 
file of the Socialdemocratic Party in the Ruhr and the 
Communist Party have formed a united front. The general 
strike in the Ruhr in May, 1923, provoked by the refusal 
of the German trusts to bring up wages to the cost of 
living, artificially raised by them, was successfully won 
through the united front of the Ruhr workers of both 
parties, although everything was done to prevent the 
fight by the Socialdemocratic leaders in Berlin. The 
attempt of the ‘‘ Reichsverband der deutschen Industrie ” 
to abandon the struggle against the Comité des Forges, 
and to prepare the way for the Franco-German industrial 
trust, by throwing the responsibility for the breakdown of 
the passive resistance on the workers of the Ruhr, was 
thus frustrated, and the comradeship in arms of the Com- 
munist and Socialdemocratic rank and file received its 
first baptism of fire. In Saxony, too, in April, 1928, the 
first workers’ “‘ armed hundreds” were set up, consisting 
of Socialdemocratic and Communist members, in order 
to counteract the Fascist organisations, which were 
making periodical raids into the industrial districts of 
Saxony from Bavaria.* 

It is beyond doubt that the immediate future will see 
an extension of the united Labour front in Germany. The 
Socialdemocratic leaders, whose policy during the last. 
four years has become more and more discredited, have 
sought to save themselves from their threatened violent 
removal by the Bavarian Fascisti from office in various 
State Governments and in the administration, by setting 
up another kind of united front in the Government of the 
Reich—namely, with the trusts and their political organ, 

.. the ‘‘ People’s Party.” And the trusts, which also finance 
the Bavarian Fascisti, are keeping the latter as an instru- 

* The conflict between Saxony and the Reich arose on this very point. 
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ment, amongst other things, for blackmailing the Social- 
democratic leaders. The “‘ great coalition ” from Stinnes 
to Scheidemann in the Reich is thus set against the 
united front of the rank and file in Thiringen, Saxony, 
and the Ruhr. Whether this will lead to a split in the 
Socialdemocratic Party and a new accession of numerical 
strength to the Communists, or whether, as seems more 
likely, the Socialdemocratic leaders will be removed from 
power by their own rank and file, and a united front of 
Socialdemocrats and Communists be set up also in the 
Reich, it is as yet impossible to say. In whatever form 
the union comes, however, its function will be to save 
Germany, in co-operation with Labour and Socialists in 
other lands, from becoming a colony either of Franco- 
German industrial capital, or of the international banking 
oligarchy, masquerading under the protection of the 
League of Nations. For the ruling classes of Germany are 
already intent on committing high treason against the 
working population of the Reich by selling out to the 
foreigner and getting off with a share of the profits. The 
national problem in Germany to-day has, therefore, 
become the class problem of the Social Revolution. The 
- defeat of the November Revolution, 1918, was, as we have 
seen in this book, the prelude to the concentration 

forces on both sides of the class front. The victory of the 
Revolution in the future is the only guarantee to the 
independent existence of the German State and of an un- 
enslaved German working class. Its second defeat, on the 
other hand, will mean decay of German civilisation and 
the reversion of Central Europe to barbarism. And the 
danger is great, for the same fate overcame Central Kurope 
for centuries after the failure of the peasant movement in 
the Middle Ages. The aversion of the danger is only pos- 
sible if, in the near future, the united working class front 
is established i in Germany. In its creation the German 
Communist Party is called upon to play a most important 
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